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APPROVED-The 18th day of May, A. D. 1937. 

GEORGE H. EARLE 

No. 181 

AN ACT 

To promote the public health, safety, morals and welfare by 
providing for the creation of corporations to be known as 
limited dividend housing companies for the purpose of eliminat
ing unsanitary and dangerous housing conditions, and con
structing and operating safe and sanitary dwellings and apart
ments to be let at reasonable rentals, or sold; providing for 
the acquisition of property by the exercise of the power of 
eminent domain through the State Board of Housing; pro
viding for the supervision and regulation of the activities of 
such companies by the State Board of Housing in the Depart
ment of Health, and regulating the supervision by the State 
board of any such companies aided by the Federal Government 
or agencies thereof; defining the rights, powers and duties of 
such companies, and of persons investing in or dealing with 
such companies; authorizing such companies to lease and oper
ate, or to manage projects of any housing authority, and 
borrow money from agencies of the United States Government; 
exempting all such companies from the payment of any capital 
stock tax; making certain securities of such corporations legal 
investments for funds in the hands of municipal officers, insur
ance companies and associations, savings banks and savings 
institutions; authorizing certain existing companies to accept 
the provisions of this act; and repealing inconsistent acts. 

Be it enacted, &c., As follows: 
Section 1. Short Title.-This act shall be known, and 

may be cited, as the "Limited Dividend Housing Com
pany Law." 

Section 2. Declaration of Necessity.-(a) It is here
by declared that bad housing conditions which exist in 
certain localities of the Commonwealth are a menace to 
the health, safety, morals, welfare and reasonable com
fort of the citizens of the Commonwealth; and 

(b) The correction of these conditions in such areas 
being now otherwise impossible, it is essential that pro
visions be made for the investment of funds at low inter
est rates, the acquisition at fair prices of adequate 
parcels of land, the gradual demolition of existing un
sanitary and unsafe housing, and the construction of 
new housing facilities under public supervision in accord 
with proper standards of sanitation * and safety, and at 
a cost which will permit monthly rentals which families 
of low income can afford to pay. 

Section 3. Definitions.-The following words and 
phrases, when used in this act, shall have the meanings 
respectively ascribed to them in this section.-

• "sanitary" In the original. 
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"Board" shall mean the State Board of Housing in 
the Department of Health of this Commonwealth. 

''Housing Authority'' shall mean any housing au
thority organized pursuant to any law of this Common
wealth. 

"Municipality" shall include only cities, boroughs 
and townships. 

''A limited dividend housing company,'' referred to 
hereafter as a ''company,'' shall be a company incorpo
rated under and governed by the provisions of the gen
eral corporation laws relating to business corporations 
of this Commonwealth to the extent that such provisions 
are not in conflict herewith. Three or more persons may 
incorporate a company for the public purpose of build
ing and operating, or managing a housing project to be 
rented at rates not exceeding those prescribed by the 
board. No shareholder or debenture holder in such a 
company shall receive on his investment a greater divi
dend or interest return per annum than that provided 
herein. 

Section 4. Formation of Limited Dividend Housing 
Companies.-Three or more persons may incorporate a 
company in the manner prescribed for the incorporation 
of business corporations conducted for profit, to the ex
tent that the laws relating thereto be not inconsistent 
herewith, for the purpose of acquiring, constructing, 
maintaining and operating housing projects, when au
thorized by and subject to the supervision of the board. 
The term for which any such company is organized shall 
be not less than thirty years. Except as otherwise pro
vided herein, such companies shall be subject to all laws 
relating to business corporations conducted for profit. 
The articles of incorporation to be filed with the Depart
ment of State by the incorporators shall set forth, in ad
dition to any information required of incorporators of 
business corporations conducted for profit-

(a) A declaration that the company has been organ
ized to perform the public purposes of a company, and 
that it shall remain at all times subject to the super
vision and control of the board or of other appropriate* 
State agency; that all real estate acquired by it and all 
structures erected by it shall be deemed to be acquired 
for the purpose of promoting the public health, safety, 
morals and general welfare; and that its shareholders 
shall be deemed, when they subscribe to and receive 
the shares thereof, to have agreed that they shall 
at no time receive or accept from the company, in re
payment of their investment in its shares, any sums in 
excess of the par value of the shares together with cum
ulative dividends at the rate of six per centum per an
num, and that any surplus earnings in excess of sucl1 

• "apropriate" in the original. 
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amount, if such company shall be dissolved, shall revert 
to the Commonwealth. 

(b) A stipulation that the real property of the com
pany shall not be sold, transferred or assigned, except 
under and pursuant to the terms and provisions· of this 
act. 

( c) That all the shares of the company shall have a 
par value. 

The articles of incorporation may provide that, in the 
event that income debenture certificates are issued by 
the company, the owners thereof may be given the same 
right to vote as they would have if possessed of share 
certificates of the amount and par value of the income 
debenture certificates held by them. If provision is made 
for the issuance of income debenture certificates, inter
est shall be paid by the company on income debenture 
certificates out of net earnings only of the company that 
would be applicable to payment of dividends if there 
were no income debentures. 

'l'he articles of incorporation may permit the retire
ment of income debenture certificates and shares of the 
company, if, as and when there shall be funds available 
in the treasury of the company from the receipt of 
amortization or sinking fund installments for that pur
pose, as provided by this act, but the amount so retired 
shall not exceed ninety per centum of the par value of 
all classes of shares issued and outstanding at the time 
of the final completion of the building or buildings em
braced in the project, income debentures may be re
deemed to one hundred per cent. 

Section 5. Consent of Board to Incorporation of 
Limited Dividend Housing Companies.-Before any ar
ticles of incorporation are filed with the Department of 
State under this act, the incorporators shall apply to and 
receive from the board a certificate that it approves the 
project for which the proposed limited dividend housing 
company is to be formed, and that it consents to the 
formation of such company. The certificate from the 
board shall be presented to the Department of State, to
gether with the articles of incorporation. The Depart
ment of State shall not issue a certificate of incorpora
tion, evidencing the incorporation of any limited divi
dend housing company, unless and until a certificate 
from the board has been filed as aforesaid. 

Section 6. Restrictions on Companies.-No limited 
dividend housing company shall-

( A) Pay interest returns-(!) on its mortgage in
debtedness at a higher rate than * deemed necessary by 
the board: Provided, however, That the rate established 
by the board shall not exceed six per centum per an
num, or (2) upon its income debenture certificates at a 
rate higher than six pert centum per annum. 

• "them" In tbe original. t "pen" In the original. 
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(B) Issue its shares, debentures and bonds covering 
any project undertaken by it in an amount greater in 
the aggregate than the total actual final cost of such 
project, including the lands, improvements, charges for 
financing and supervision approved by the board, and 
interest and other carrying charges during construction, 
and an allowance for working capital to be approved by 
the board, but not exceeding three per centum of the 
estimated cost or of the total actual final cost of the 
project, if that shall be greater than the estimated cost. 

( C) Mortgage any real property without first having 
obtained the consent of the board. 

(D) Issue any securities or evidences of indebtedness 
without first having obtained the approval of the board. 

( E) Use any building erected or acquired by it for 
other than housing purposes, except that, upon approval 
of the board, it may in the first story of a two-family or 
multiple dwelling, above the cellar or basement, and the 
space below such story, or in the case of a group of one
family or two-family houses, in a reasonable proportion 
of such buildings, provide for stores, professional offices, 
commercial, cooperative, necessary garage facilities or 
recreational purposes; and when permitted by law, the 
roof of multiple dwellings may be used for cooperative 
or community purposes. 

(F) Charge or accept any rental for housing accom
modations in any building constructed, acquired, oper
ated or managed by it, in excess of the rates prescribed 
by the board. Any rental paid in excess of such rates 
may be recovered from the company. 

( G) Make other than authorized payments which shall 
be limited to -(1) all fixed charges, and all operating 
and maintenance charges and expenses, including taxes, 
assessments, insurance, amortization charges in amounts 
approved by the board to amortize the mortgage in
debtedness in whole or in part, depreciation charges, if, 
when, and to the extent deemed necessary by the board, 
reserves, sinking funds and corporate expenses essential 
to operation and management of the project in amounts 
approved by the board; (2) a dividend, not exceeding 
the maximum fixed by this act, upon the shares of the 
company allotted to the project by the board; ( 3) where 
feasible, in the discretion of the board, payments to a 
sinking fund in an amount to be fixed by the board for 
the gradual retirement of the shares and income deben
tures of the company. When tenants own shares or in
come debentures in a limited dividend housing company 
incorporated under this act, a sinking fund may, with 
the approval and subject to the regulations of the board, 
be set up and maintained out of the net profits appli
cable to surplus and used subject to the regulations of 
the board for the purchase, at not to exceed par and 
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accrued interest, of the shares and income debentures 
held by tenants ceasing to be occupants of the buildings. 
Shares so purchased may be resold by the company. 

(H) Enter into contracts for the construction of 
housing projects or for the payment of salaries to officers 
or employes, except s~bject to the inspection and re
vision of the board and under such regulations as the 
board may from time to time prescribe. 

(I) Voluntarily dissolve without first having obtained 
the consent of the board. 

(J) Make any guaranty or contract to pay any debt 
which is a lien or is secured by any lien upon any prop
erty in which the company shall have any interest, re
gardless of whether such debt is a debt of the company, 
without the approval of the board. 

Section 7. Tax Exemptions.-The capital stock of 
limited dividend housing companies incorporated under 
the provisions of this act shall not be taxed for State 
purposes. 

Section 8. Acceptance of Benefits of Act.-Any 
limited dividend housing company incorporated prior to 
the passage of this act may, with the approval of the 
board, accept the provisions of this act by amending its 
articles in conformity herewith and thereupon become 
subject to the terms and provisions of this act. 

Section 9. Reorganization of Companies.-Reorgani
zation of limited dividend housing companies shall be 
subject to the supervision and control of the board, and 
no reorganization shall be had without the authorization 
of the board. Upon all such reorganizations, the amount 
of capitalization, including all shares, income deben
tures, bonds and other evidence of indebtedness, shall be 
such as is authorized by the board, not exceeding the 
fair value of the property involved. 

Section 10. Limited Return on Shares and Deben
tures.-N o shareholder in any company formed here
under shall receive any dividend, in any one year, in 
excess of six per centum per annum, except that when 
in any year dividends in the amount prescribed in its 
articles shall not have been paid on the shares of such 
company, the shareholders may be paid the deficiency, 
without interest, out of any surplus earned in succeed
ing years. This provision shall likewise be applicable to 
income debenture certificates, and interest thereon at the 
rate specified in such certificates shall be cumulative. 

Section 11. Time of Payment of Subscriptions.-Sub
scriptions to the shares or income debentures of a com
pany formed hereunder shall be paid at such times and 
in such installments as the company may require, with 
the approval of the board. If any default shall be made 
in the payment of any installment as so required, the 
company may enforce the subscription by appropriate 
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action and upon its failure or refusal so to do, such sub
scription may be enforced by the board acting through 
the Department of Justice. 

Section 12. Consideration for Issuance of Shares and 
Bonds.-No limited dividend housing company shall 
issue shares, bonds or income debentures except for 
money paid or services rendered in connection with the 
planning, construction or operation of any project, or 
part thereof, or property actually received for the use 
and lawful purposes of the company. No shares, bonds 
or income debentures shall be issued for property except 
upon a valuation approved by the board and such valu
ation shall be used in computing actual or estimated 
costs. The shares and income debentures issued by the 
company shall not be less than the total of one-third of 
the actual cost, as defined by law, of any approved hous
ing project or projects undertaken by it, except as pro
vided in section thirteen (13). The board may, how
ever, permit shares or income debentures to be issued to 
an amount not exceeding three per centum of the esti
mated total cost, or three per centum of the actual cost, 
if the actual cost should exceed estimated cost of a proj
ect, for working capital to be used in connection with 
such project. 

Section 13. :Minimum Amount of Shares and Deben
tures.-The entire amount to be paid in cash or property 
by the shareholders and income debenture holders of a 
limited dividend housing company shall be equivalent to 
at least one-third of the total cost of the project or proj-
ects which it operates: Provided, however, When the Proviso. 

bonds of such company are insured by any agency of 
the Federal Government, the entire amount so paid in 
need not exceed the difference between the total par 
value of the insured bonds and the total cost of the 
project or projects which such company operates, any 
other provision of this act notwithstanding. 

Section 14. Surplus.-A surplus of an amount ap
proved by the board shall be permitted limited dividend 
housing companies, but the amount of the net earnings 
transferable to surplus in any year shall be subject to 
the approval of the board. On dissolution of any limited 
dividend housing company the shareholders shall in no 
event receive more than the par value of their shares 
plus accumulated, accrued or unpaid dividends, and any 
remaining surplus shall be paid to the Commonwealth 
and shall become part of the fund appropriated to the 
State Board of Housing. 

Section 15. Income Debentures.-With the approval 
of the board, the articles of a limited dividend housing 
company may authorize the issuance of income deben
ture certificates bearing no greater interest than six per 
centum per annum. After the incorporation of a limited 
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dividend housing company, the directors thereof may, 
with the consent of two-thirds of the holders of the 
shares issued and outstanding, offer to the shareholders 
of the company the privilege of exchanging their shares, 
in such quantities and at such times as may be approved 
by the board, for such income debenture certificates. In 
no event other than as provided in section thirteen ( 13) 
shall the stated capital of the company be less than tell 
per centum of the total amount of stated capital and in
come debentures. 

Section 16. Mortgages and Mortgage Bonds Legal In
vestments.-Any company formed under this act may, 
subject to the approval of the board, borrow funds and 
secure the repayment thereof by bond and mortgage, or 
by an issue of bonds under trust indentures. Each 
mortgage or issue of bonds by a company formed here
under shall relate only to a single specified project and 
no other, and such bonds shall be secured by first mort
gage upon all of the real property of which such project 
consists. First lien bonds of such company when secured 
by a mortgage which has been insured by the Federal 
Government, or any agency thereof, or by a mortgage 
not so insured which does not exceed two-thirds of the 
estimated cost prior to the completion of the project, or 
two-thirds of the appraised value or actual cost, which
ever shall be less after such completion, as certified by 
the board, are hereby declared securities in which all 
public officers and bodies of the municipal subdivisions 
of the Commonwealth, all insurance companies and asso
ciations, all banks, bank and trust companies, and sav
ings banks and savings institutions, including savings 
and loan associations in the Commonwealth, may legally 
invest funds within their control. There shall be no sec
ond mortgage of junior interest bonds. Such bonds and 
mortgages may contain such other clauses and provisions 
as shall be approved by the board, including the right to 
assignment of rents and entry into a possession in case 
of default, but the operation of the housing project, in 
the event of such entry by mortgagee or receiver, shall 
be subject to the regulations of the board under this act. 
Provisions for the amortization of the bonded indebt
edness of companies formed under this act shall be sub
ject to the approval of the board. 

Section 17. Acquisition of Land; Construction of 
Buildings.-(a) When a limited dividend housing com
pany shall have received from the board an approval 
of a project for the construction or acquisition of hous
ing accommodations, such company may undertake the 
acquisition of the property needed for such project. 
Such property may be acquired by purchase, gift, be
quest, exchange or, subject to the approval of the board, 
by lease for a term of years not less than thirty years 
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nor less than the time required to amortize the cost of 
the housing project. 

(b) A. limited dividend housing company may peti
tion the board to institute condemnation proceedings to 
acquire property described in the petition which the 
limited dividend company certifies to be necessary for a 
housing project. Prior to the institution of any such 
proceeding by the board said company shall deposit with 
the board a sum equal to the value of the property 
as appraised by the board and shall also deliver 
to the board a bond (with sureties approved by the 
board) fully indemnifying the board with respect to all 
sums that it may expend and all costs, expenses and 
obligations which it may incur in acquiring said prop
erty. With respect to any real property (together with 
improvements thereon) so acquired by the board and 
conveyed to a limited dividend housing company, said 
company shall not sell, transfer or assign such property, 
except-(1) to another limited dividend housing com
pany or to a housing authority; and (2) after first hav
ing obtained the consent of the board; and ( 3) for a 
price in excess of the cost of such property less any 
amounts paid in amortization of the first lien and the 
retirement or redemption of shares, plus so much of the 
limited dividends on the shares of the company from the 
date of issue as shall have been unpaid, and accrued in
terest on the mortgage indebtedness and income deben
ture certificates. 

Section 18. Contract Provisions; Purchase of Prop
erty of Other Companies.-Before any limited divi
dend housing company shall purchase the property of 
any other limited dividend housing company, it shall file 
an application with the board in the manner herein
before provided as for a new project, and shall obtain 
the consent of the board as to the purchase, and agree 
to be bound by the provisions of this act: Provided, 
however, That the board shall not give its consent unless 
it is shown to the satisfaction of the board that project 
is one that can be successfully operated according to 
law. 

Section 19. Transfer of Buildings and Structures.
No limited dividend housing company shall convey, en
cumber or lease all or any part of its real property to 
any other person, copartnership, association or corpora
tion without the written consent of the board: Provided, 
however, That leases conforming to the regulations and 
rules of the board and for actual occupancy by the 
lessees may be made without the consent of the board. 
Any conveyance, encumbrance, lease or sublease made in 
violation of the provisions of this section and any trans
fer or assignment thereof shall be void as against all per
sons, including any person or persons, natural or cor-
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porate, acquiring said property from the vendee, trans
feree or assignee of such company. 

Section 20. Authority to Borrow Money from Agen
cies of the United States Government.-Any company 
formed under or accepting the provisions of this act may 
borrow money from the Federal Emergency Administra
tion of Public Works, or any other agency of the United 
States Government, on such terms and conditions as the 
Federal Emergency Administration of Public Works or 
other agency of the United States Government may 
prescribe. Any such company may pledge as security 
for money so borrowed any personal or real property, or 
both, of such company, including its shares, income de
benture certificates or bonds. Every approved project 
financed wholly or in part by funds borrowed from the 
Federal Emergency Administration of Public Works or 
other agency of the United States Government shall be 
subject to such rules and regulations pertaining to the 
security of any money borrowed hereunder to :finance 
such project as may be prescribed by the Federal Emer
gency Administration of Public Works or other agency 
of the United States Government. It shall be the duty 
of the board to facilitate the procurement of such loans 
by such companies by acting promptly upon any matter 
requiring its approval and to approve and to cooperate 
with the Federal Emergency Administration of Public 
Works or any other agency of the United States Govern
ment in the procurement and repayment of such money. 
If a limited dividend housing company receives financial 
assistance from any such agency of the Federal Govern
ment, that agency and the board may agree that the 
latter will relinquish its supervision and control to the 
said Federal Government agency, and that supervision 
and control shall be reassumed by the board when the 
interest of the Federal Government terminates. 

Section 21. Power to Lease and Operate or to Man
age Projects of Housing Authority.-Any limited divi
dend company operating within the boundaries of a 
housing authority may, with the written consent of the 
State Board of Housing, enter into an agreement to lease 
and operate, or to manage as agent any housing project 
of such authority. 

Section 22. Constitutional Construction.-The provi
sions of this act shall be severable, and if any of its pro
visions shall be held to be unconstitutional, the decision 
so holding shall not be construed to affect the validity of 
any of the remaining provisions of this act. It is hereby 
declared as the legislative intent that this act would have 
been adopted had such unconstitutional provision not 
been included therein. 

Section 23. Repeal.-All acts or parts of acts incon
sistent herewith are hereby repealed. 
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Section 24. Effective Date.-This act shall become When effective. 

effective immediately upon its passage and approval by 
the Governor. 

APPROVED-The 18th day of May, A. D. 1937. 

GEORGE H. EARLE 

No. 182 

AN ACT 

To amend sections two, four, five, eight, thirteen, fifteen, six
teen, seventeen, and twenty-three of the act, approved the 
twenty-sixth day of May, one thousand nine hundred and 
thirty-three (Pamphlet Laws, one thousand seventy-six), en
titled "An act to provide for the organization, incorporation, 
operation, and supervision of cooperative savings and credit 
associations, to be termed credit unions; designating such credit 
unions as corporations, and defining their powers and duties; 
conferring certain powers and duties on the Department of 
Banking; and providing penalties," changing certain require
ments for incorporation; providing for the scope of member
ship; permitting compensation to directors and committee 
members; clarifying the basis for the collection of interest and 
fines; providing for refunds of interest on obligations paid 
before maturity; and permitting officers, directors and com
mittee members a limited right of borrowing; further regu
lating the maintenance of reserve funds, and the determination 
and payment of dividends; and providing for further tax ex
emptions. 

Section 1. Be it enacted, &c., That sections two, four, 
five, eight, thirteen, fifteen, sixteen, seventeen, and twen
ty-three of the act, approved the twenty-sixth day of 
May, one thousand nine hundred and thirty-three (Pam
phlet Laws, one thousand seventy-six), entitled ''An act 
to provide for the organization, incorporation, operation, 
and supervision of cooperative savings and credit asso
ciations, to be termed credit unions; designating such 
credit unions as corporations, and defining their powers 
and duties; conferring certain powers and duties on the 
Department of Banking; and providing penalties,'' are 
hereby amended to read as follows: 

Section 2. Method of Incorporation.-A credit union 
may be incorporated in the following manner, to wit: 

A. The articles of association of an intended credit 
union must be subscribed to by seven citizens of this 
Commonwealth, and shall set forth-

!. The name of the proposed credit union, which shall 
contain the words ''credit union.'' 

IL The class of services to be performed by the credit 
union, which services shall be within the scope of activi
ties of such associations as set forth in this act. 

III. The principal place where its busine8s is to be 
transacted, which shall be within this Commonwealth. 

IV. The term for which it is to exist. 

Sections 2, 4, 5, 
8, 13, 15, 16, 17 
and 23, act of 
May 26, 1933 
(P. L. 1076), 
amended. 
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