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No. 72

AN ACT

HB 255

Amending the act of November 30, 1965 (P.L.847, No.356), entitled “An act
relating to and regulating the businessof banking and the exerciseby
corporationsof fiduciary powers;affectingpersonsengagedin the businessof
banking and corporationsexercisingfiduciary powers and affiliates of such
persons;affectingthe shareholdersof suchpersonsandthe directors,trustees,
officers, attorneysandemployesof suchpersonsandof the affiliatesof such
persons;affecting national banks located in the Commonwealth;affecting
personsdealingwith personsengagedin thebusinessof banking,corporations
exercisingfiduciarypowersandnationalbanks;conferringpowersandimposing
dutieson the Banking Board, on certain departmentsand officers of the
Commonwealthandon courts,prothonotaries,clerksandreccuder.s.of deeds;
providingpenalties;andrepealingcertainactsandpartsof acts,”enlargingthe
lending and investment powers of institutions, the surplus account
requirements,andtheadditionalpowersrelatedto theconductof thebusiness
of savingsbanks.

The GeneralAssemblyof the Commonwealthof Pennsylvaniahereby
enactsas follows:

Section 1. Subsection(a) of section 310, act of November 30, 1965
(P.L.847,No.356),known as the “Banking Codeof 1965,” is amendedto
read:
Section310. Real EstateLoans

(a) Permissibleloans; maximum amount and term—An institution
may,subject to the requirementsof this section,makeor acquirea loan
securedby a lien on realestate(includinga lease-hold)locatedin anystate
or theDistrict of Columbia,in a dependencyor insular possessionof the
UnitedStatesor in theCommonwealthof PuertoRico, in an amountand
for a term not to exceed:

(i) in the caseof improvedrealestate,including farm land;
(A) two-thirds of the value for ten years,if unamortized,or
(B) four-fifths of thevaluefor thirty years,if the termsof theloan

require substantiallyequal paymentsat successiveintervals of not
more than one year each and in an amount sufficient to pay all
principal of and intereston the loan within the term of the loan,
exceptthat thedateof theinitial paymenton a loan to a commercial
or industrialborrowermay be deferredfor a periodnot in excessof
threeyears from the dateof the loan; or

(C) ninety percent.of the value of a one-family residential
property for thirty years, in an amount not to exceedforty
thousand dollars ($40,000), or such larger amount as the
department may permit by regulation, subject to the same
requirementssetforth in clause(B); or
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(D) ninety-five percent of the value for thirty years, if that
principal portion of theloan in excessofseventy-fivepercentof the
value is made in reliance upon a private company mortgage
insuranceor guaranteeacceptableto theDepartmentof Banking,
subjectto the samerequirementssetforth in clause(B); or

(ii) in the caseof unimprovedrealestateto be acquiredor developed
with the proceedsof the loan:

(A) [one-half] two-thirds of the valuefor threeyears,or
(B) [two-thirds] three-fourths of the value for [three] five years,

whenutilities, roadsor streetsnecessaryfor thedevelopmentof such
realestatehavebeencompleted.

Section2. Subsection(e) of section310 of the act, amendedin part
November27, 1968 (P.L.1104,No.345), is amendedto read:
Section310. Real EstateLoans

***

(e) Exceptedloans—Therestrictionsandrequirementsof this section
shallnot apply to:

(i) a loanguaranteedat leastto the extentof twentypercentthereof,
or for which awritten commitmentfor suchguaranteehas-beenissued,
by theVeteransAdministrationpursuantto the Veterans’BenefitsAct;

(ii) a loan insured,or for which awritten commitmentto insurehas
beenissued,pursuantto nationalhousinglegislation;

(iii) a loan insured,or for which a written commitment to insurehas
been issued,by the FarmersHome Administration pursuantto the
ConsolidatedFarmersHomeAdministration Act;

(iv) a loan madepursuantto the Small BusinessAct;
(v) an investmentsecurityacquiredpursuantto section307; or
(vi) a loanin connectionwith which theinstitution takesa realestate

lien assecurityin the exerciseof bankingprudencebut as to which it
is relying for repaymenton:

(A) the generalcreditof the obligor or of an installmentbuyeror
of a lesseeof the realestate,

(B) collateralother than the realestatelien,
(C) a guaranty,or anagreementto takeover or purchasetheloan

in theeventof default,by a financiallyresponsiblepersonotherthan
a personengagedin thebusinessof guaranteeingreal estateloans,
or

(D) an agreementby a financially responsiblepersonto takeover
or purchasetheloan,or to providefundsfor paymentthereof,within
a period of [three]five yearsfrom the dateof the loan and thereis
a certificateof reliancesetting forth the applicablefacts.

Section3. Subsection(d) of section311 of the act,amendedJuly 23,
1970 (P.L.597, No.199),is amendedby addingaclauseto read:
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Section311. TransactionsWith Respectto Sharesof CorporateStock
and CapitalSecurities

***

(d) Ownership—Aninstitution mayacquireand hold:

(vi)sharesof stockofa corporationorganizedto promote=thepublic
welfare and community development, expand the economy or
providefor social reform, subjectto regulation by the department.
***

Section4. The sectionheadingandsubsections(a) and (e) of section
316of theact,addedNovember27, 1968(P.L.1104,No.345),areamended
to read:
Section316. Authorizing Certain Loans for Commercial, Business,

Professional, Agricultural or Nonprofit Purposes
Including RevolvingCredit Plans

(a) Maximum rate—An institution may make a charge for an
installmentloan which complieswith therequirementsof this sectionat
a ratenot in excessof five dollars ($5)per onehundreddollars ($100)per
annumcomputedon the original principal amountfor the periodof the
loan. If such loan is one of a series of loans under an agreement
(“revolving creditplan”) providing a maximum outstandingbalanceof
all such loansat any time, the institution may maZea chargeat a rate
not in excessof three-fourths of one percentper month on theactual
outstanding balanceof the loan.

(e) Installments—Thetotal amount payable on the loan shall be
payablein installments[of substantiallyequalamounts]at substantiallyequal
intervalsof not more than [six months]one yeareach.

***

Section5. Clause(c) of section502 of the act is amendedto read:
Section502. Additional Powers Related to Conduct of Businessof

SavingsBanks
A savingsbankshallhave, in additionto otherpowersgrantedby this

act or its articlesandsubjectto the limitations andrestrictionscontained
in this act or in its articles:

(c) Trusts for self-employedindividuals—thepowerto act as trustee
of funds or contributionsreceivedundera trust instrumentconforming
with the requirementsof the Self-employedIndividuals Tax Retirement
Act andregulationsthereunderandto investsuchfunds or contributions
only in interest-bearingdepositsin the savingsbank [in amountsfully
insured by federal deposit insurance];

Section 6. Subsection (b) of section 504 of the act, amended
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November27, 1968 (P.L.1104,No.345),is amendedby addinga clauseto
read:
Section504. Investments

(b) Authority under this act or otherstatutes—Exceptas otherwise
provided in its articles, a savingsbank may, in addition to investments
authorizedby its articles,other provisions of this act or other statutes,
makeinvestmentsin:

(x) corporations formed to promote the public welfare and
communitydevelopment,expandtheeconomyandprovidefor social
reform, subjectto regulation by the department.
***

Section7. Subsections(a) and(e) of section505of theactareamended
to read:
Section 505. RealEstateLoans

(a) Permissibleloans;maximum amount and term—A savingsbank
may,subjectto the requirementsof this section,makeor acquirea loan
securedby a lien on realestate(including aleasehold)locatedin anystate
or the District of Columbia,in a dependencyor insular possessionof the
United Statesor in the Commonwealthof PuertoRico, in an amountand
for a term not to exceed:

(i) in the caseof improvedrealestate,including farm land:
(A) two-thirds of the valuefor ten years[or], if unamortized,~or
(B) four-fifths of the valuefor thirty years,if the terms of the loan

require paymentswhich are substantiallyequalexcept for the last
paymentat successiveintervalsof notmorethan oneyeareachand
in anamountsufficientto payall principalofandintereston theloan
within thirty years,exceptthat the dateof the initial paymenton a
loan to acommercialor industrialborrowermay be deferredfor a
period not in excessof threeyearsfrom thedateof the loan; or

(C) ninety percent of the value of a one family residential
property for thirty years, in an amount not to exceedforty
thousand dollars ($40,000),unless the departmentby regulation
approvesthe granting of loans under this subsectionin greater
amounts,subjectto thesamerequirementssetforth in clause(B);
or

(D) ninety-five percent of the value for thirty years, if that
portion of the loan in excessofseventy-fivepercentof thevalue is
madein relianceupon a private companymortgageinsurance or
guaranteeacceptableto theDepartmentofBanking, subjectto the
samerequirementssetforth in clause(B); or

(ii) in the caseof unimprovedrealestateto be acquiredor developed
with the proceedsof the loan:

(A) [one-halfi two-thirds of the valuefor threeyears,or
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(B) [two-thirds] three-fourths of the value for [three] five years,
whenutilities, roadsor streetsnecessaryfor thedevelopmentof such
realestatehavebeencompleted.

(e) Exceptedloans—Therestrictionsand requirementsof this section
shallnot apply to:

(i) a loan securedby a lien on a dwelling for not more than four
families,guaranteedat leastto theextentof twenty percentthereof,or
for which awritten commitmentfor suchguaranteehasbeen-issued,by
the VeteransAdministrationpursuantto the Veterans’BenefitsAct,

(ii) a loan securedby a lien on businessproperty,guaranteedat least
to the extent of one-thirdthereof,or for which a written commitment
for such guaranteehas beenissued,by the VeteransAdministration
pursuantto the Veterans’BenefitsAct,

(iii) a loaninsured,or for which awritten commitmentto insure has
beenissued,pursuantto nationalhousinglegislation,

(iv) a loan insured,or for which a written commitmentto insure has
beenissued, by the FarmersHome Administration pursuant to the
ConsolidatedFarmersHomeAdministrationAct,

(v) an investmentsecurity,or
(vi) a loan which the savingsbank is authorized to make and in

connectionwith which it takes a real estatelien as security in the
exerciseof prudencebut as to which it is relying for repaymenton:

(A) the generalcredit of the obligor or of an installmentbuyeror
of a lesseeof the realestate,

(B) collateralother than the realestatelien,
(C) aguaranty,or anagreementto takeoveror purchasethe loan

in theeventof default,by a financiallyresponsiblepersonotherthan
a personengagedin the businessof guaranteeingrealestateloans,
or

(D) an agreementby a financially responsiblepersonto takeover
or purchasetheloan,or to providefundsforpaymentthereof,within
a periodof [three]five years from the dateof the loan

andthereis a certificateof reliancesettingforth the applicablefacts.
Section8. Subsection(a) of section506of theact,amendedNovember

27, 1968 (P.L.1104,No.345),is amendedto read:
Section506. Lending Powers;Direct Leasingof PersonalProperty

(a) A savingsbankmay:
(i) makeloansfor aperiodnot in excessof ninety dayson thecollateral

securityof propertyin which the savingsbank is authorizedto invest,
in an amount which shallnot at any time exceedninety percentof the
marketvalueof the collateral;

(ii) makeloansfor repair,alterationor improvementof realestateor
for the purposeof mobile homefinancing which are insured,or for
which a written commitment to insure hasbeen issued,pursuantto
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national housinglegislation, subject to a limitation for the aggregate
amount of suchloans of five percentof the total assetsof the savings
bank;

(iii) makeloanssecuredby at leastanequalamountof depositsof the
borrowerin thesavingsbankor of cashsurrendervalueoflife insurance;

(iv) make loans to borrowers who are engagedin commercial,
industrialor financialenterprisesor who arenonprofit corporationsor
associationsfor terms not lessthan ten years—subjectto the prudent
man rule of section504 (c) of this act; and

(v) enterinto transactionswith amemberor nonmemberbankfor the
purposeof selling reservebalancesof the savingsbank to suchbanks
without limitation

but may not lend money or discount or purchase evidences of
indebtednessor agreementsfor thepaymentof moneyexceptasprovided
in sections504 and505 and in this subsection(a).

Section9. Subsection(b) of section1103 of theactis amendedto read:
Section 1103. Surplus

(b) If the surplusof an institution is at any time lessthanthe amount
of its capital, the institution shall, until surplusis equal to such amount,
transfer to surplusan amount which is at least ten percentof the net
earningsof theinstitution for theperiodsincetheendof~thelastfisca1year
or for any shorterperiodsince the lastdeclarationof a dividend:

(i) prior to the declarationof any dividend,and
(ii) in any event,at the endof eachfiscal year exceptthat if surplus

is lessthan fifty percentof theamount of capital, no dividend may
be declaredor paid without the prior approval of the department
until surplus is equal tofifty percentof the amountof capital.
Section 10. This act shall takeeffect immediately.

APPROVED—The27th day of September,A. D. 1973.

MILTON J. SHAPP

The foregoingis a true andcorrect copy of Act of the GeneralAssembly

No. 72.

~.

Secretaryof the Commonwealth.


