SENATE ANVENDED
PRI OR PRINTER S NOS. 211, 373, 938 PRINTER S NO. 1490

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 210 55

I NTRODUCED BY L. EE SMTH, F. E. TAYLOR, DORR, MADI GAN,
PI STELLA, LI VENGOOD AND CAPPABI ANCA, JANUARY 26, 1981

SENATOR HOLL, BANKI NG AND | NSURANCE, | N SENATE, AS AMENDED
APRI L 28, 1981

AN ACT

1 Anending the act of Decenber 14, 1967 (P.L.746, No.345),

2 entitled "An act relating to and regul ati ng the busi ness of

3 savi ngs associ ati ons heretof ore desi gnated under other acts

4 and special charters variously as building and | oan

5 associ ations and savings and | oan associ ations; defining the
6 rights, powers, duties, liabilities, and inmunities of such

7 associ ations; affecting persons engaged in the business of

8 savi ngs associ ations; affecting the nenbers, account hol ders
9 and borrowers of such associations; affecting Federal savings
10 and | oan associ ations whose principal office is located in

11 t he Comonweal th; prohibiting the transaction of business in
12 this Commonweal th by foreign savings associations; conferring
13 powers and inposing duties on certain departnents and

14 of ficers of the Conmonweal th and on the courts, recorders of
15 deeds; creating a Savings Association Board and defining its
16 powers and duties; prohibiting certain actions and i nposing
17 penal ties, and repealing certain acts,” requiring the cashing
18 of checks for senior citizens, authorizing construction |oans
19 wi t hout security, issuance of credit cards, nutual capital
20 certificates, consuner |ending, granting trust powers,
21 i ncreasi ng investnment and | endi ng powers, further providing
22 for renegotiating nortgages and, authorizing wthdrawal s by <—
23 travel ers' conveni ence w thdrawal s AND PROVI DI NG FOR A <—
24 UNI FORM FORECLOSURE NOTI CE FORM
25 The General Assenbly of the Conmonweal th of Pennsyl vani a

26 hereby enacts as follows:

27 Section 1. Section 102, act of Decenber 14, 1967 (P.L.746,



No. 345), known as the "Savi ngs Association Code of 1967," is
anmended by addi ng definitions to read:

Section 102. Definitions.--The foll owi ng words and phrases
when used in this act shall have, unless the context clearly
i ndi cates ot herw se, the neanings given to themin this section:

* * %

(28) "Travelers' convenience withdrawals," the right of an

account hol der of an association as a conveni ence when fifty

mles or nore fromhis or her principal residence to nake a

withdrawal fromhis or her requl ar savi ngs account at the office

of a financial institution, the accounts of which are insured by

t he Federal Savi ngs and Loan | nsurance Corporation or the

Pennsyl vani a Savi ngs Associ ati on | nsurance Corporati on.

(29) "Corporate debt security," a marketable obligation

evi denci ng the i ndebt edness of any corporation in the formof a

bond, note and/or debenture which is commonly regarded as debt

security and is not predom nantly speculative in nature. A

security is nmarketable if it may be sold with reasonabl e

pronptness at a price which corresponds reasonably to its fair

Section 2. Causes (9) and (20) of subsection (a) of section
701 of the act are anended and cl auses are added to read:

Section 701. Powers of Associations.--(a) Every association
i ncorporated pursuant to or operating under the provisions of
this code shall have all of the powers enunerated, authorized,
and permtted by this code and such other rights, privileges and
powers as may be incidental to or reasonably necessary or
appropriate for the acconplishnent of the objects and purposes
of the association. Anbng ot hers, and except as ot herw se

l[imted by the provisions of this code, every association shal
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have the foll owi ng powers:

* %

(9) To sell noney orders, travelers checks and simlar
instrunments as agent for any organi zation enpowered to sell such
i nstrunments through agents within this Comobnweal th and to
recei ve noney for transm ssion through a Federal Hone Loan Bank,

to i ssue credit cards, extend credit in connection therewth,

and otherwi se engage in or participate in credit card operation

and to honor withdrawal s by travel ers' conveni ence w t hdrawal s,

subject to requl ati ons i ssued by the departnment after giving due

consideration to the | aws and requl ati ons applicable to Federal

savi ngs and | oan associ ati ons.

* * %

(20) To enter into a contract with any corporation
aut hori zed to transact the business of insurance in this
Commonweal th, or to participate in, or becone a nenber of a
trust, fund, plan or agreenent to provide retirenment benefits,
death benefits, or disability benefits, and to nake such
contributions out of the earnings of the association, as may be
required to provide these benefits[: Provided, however, That the
terms and conditions of any such contract, trust, fund, plan or
agreenent shall have first been approved in witing by the

departnent] ; provided that an association shall send the

departnent a copy of any such contract, trust, fund, plan or

agreenent and of all changes therein i nmmedi ately after every

adopti on and change.

* * %

(24) Upon receiving witten approval of the departnent an

associ ation may act as trustee, executor, adm nistrator,

guardi an, or in any other fiduciary capacity in whi ch banks,
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trust conpani es or other corporations are permtted to act. Such

approval and the exerci se of such powers shall be subject to

requl ati ons i ssued by the departnent after qgiving due

consideration to the | aws and requl ati ons applicable to Federal

savi ngs and | oan associ ati ons. The departnent shall al so

pronul gate requl ati ons governi ng the surrender or revocati on of

such powers. Upon receiving witten approval of the departnent,

service corporations may invest in State or Federally chartered

corporations which are | ocated in Pennsyl vania and which are

engaged in trust activities.

(25) (i) |In accordance with regul ati ons i ssued by the

departnent, nutual capital certificates may be i ssued and sol d

directly to subscribers or through underwiters. Such

certificates shall constitute a part of the general reserve and

net worth of the issuing association; and

(A) shall be subordinate to all savings accounts, savi ngs

certificates and debt obligations;

(B) shall constitute a claimin |iquidation on the general

reserves, surplus and undi vided profits of the associ ati on

remai ning after the paynent in full of all savi ngs accounts,

savi ngs certificates and debt obligation;

(C) shall be entitled to the paynent of divi dends; and

(D) nmay have a fixed or variable dividend rate.

(ii) The departnment shall provide in its requl ati ons for

charging |l osses to the nutual capital certificate, reserves and

other net worth accounts.

(26) Any | oans authorized by this code nay be nade at such

interest, finance charqge, rate, and/or terns herein authorized

or at any interest, finance charge, rate, and/or terns pernitted

any other requl ated | ender. The departnent shall have power to
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i ssue requlations with respect to anounts, terns and condi ti ons

i ncl udi ng prepaynent penalties and | ate charges.

* * %

Section 3. Section 813 of the act, anmended July 3, 1980
(P.L.378, No.96), is anended to read:

Section 813. Wthdrawal s from Savi ngs Accounts. --Any savi ngs
account nenber may at any tinme withdraw all or any part of his

savi ngs account, including the right to effect such withdrawal s

by travelers' convenience withdrawals. An optional type savings

account may be subject to withdrawal by a Negotiable O der of
W t hdr awal .
Section 4. The act is anmended by adding a section to read:

Section 824. Cashing Checks for Senior Citizens.--An

institution shall AFTER PROPER | DENTI FI CATI ON CF PAYEE cash, <—

wi t hout charge, any State or Federal CGovernnent check presented

for paynent by the payee of the check who is a senior citizen

si xty-five years of age or ol der

Section 5. Section 901 of the act is anended to read:

Section 901. Loans on Security of Real Estate.--An
association may nake a | oan or participate in making | oans or
buy or sell participations in |oans secured by a nortgage which
is a[first] lien on real estate[, or if the association holds
all prior liens on the real estate,] located in the regul ar
| endi ng area of the association, owned by the borrower in fee or
in which he has a | easehold interest. [An association shall not
at any time retain a nortgage |loan which is not secured by a
nortgage which is a first lien on the real estate unless the
association owns all prior liens.] The total of all liens held

by an association and all prior liens against real estate shal

not exceed the maxi mum percentages of fair market val ue set

19810H0210B1490 - 5 -



1 forth in the subsections of this article. The | oan shall be

2 evidenced by a bond, note or other evidence of indebtedness and
3 shall be nade upon the security, ternms and conditions and in the
4 anmount set forth in this article for such | oan. Mortgage | oans
5 and participations shall be primarily on one to four famly

6 residential properties.

7 Section 6. Section 905 of the act, anended Decenmber 1, 1971
8 (P.L.572, No.148), is anmended to read:

9 Section 905. Loans on Qther Inconme Producing Properties.--An
10 association may nake a nortgage | oan not exceeding [seventy-

11 five] ninety percent of the fair market value of an incone

12 producing property not designed primarily for residential use
13 limted to not in excess of twenty percent of the assets of an
14 association. Such nortgage |oans shall be a first lien on the
15 prem ses described in the nortgage.

16 Section 7. Section 906 of the act is anmended to read:

17 Section 906. |Insured or Guaranteed Loans.--The maxi mum

18 limtations on | oans set forth in sections 902 through 905

19 inclusive, as to percentage of fair market value of properties
20 on which loans are nmade, shall not apply to | oans insured or
21 guaranteed in whole or in part by the United States, or by the
22 Commonweal th of Pennsylvania, or any instrunentality [thereof]
23 of either of themor if there is a commtnent to so insure or
24 guar ant ee.
25 Section 8. Subsection (a) and subsection (d) of section 908
26 of the act, subsection (a) anended Decenber 27, 1974 (P.L. 1012,
27 No. 329), and subsection (d) added Decenmber 1, 1971 (P.L.572,
28 No. 148), are anended to read:
29 Section 908. Devel opnent Loans.--(a) An association may

30 lend on the security of developed building lots or sites, or for
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t he acqui sition and devel opment of land into building lots or
sites not in excess of seventy-five percent of the fair market
val ue of the real estate security as of the date of the
advancenent of the funds and such | oans nmay be conbined with
construction | oans and permanent | oans, subject to the follow ng
condi ti ons:

[(1) The net worth of the association is five percent or
nore of its savings accounts.]

[(2)] (1) |If the building lots or sites are conpletely
devel oped at the tinme the loan is nade the security docunents
shall require the borrower within a period of not nore than six
nmont hs to comrence construction of one to four famly
residential structures on a specified nunber of such buil ding
lots or sites and within a period of [five] eight years to
conpl ete construction of said structures on all of the building
lots or sites.

[(3)] (2) |If the building lots or sites are to be devel oped
out of the proceeds of the |oan the security docunents shal
require devel opment of the real estate security to be comenced
in not nore than nine nonths.

* %k

(d) Notw thstandi ng the provisions of subsections (a) and
(b) of this section an association nmay lend to an individual on
the security of a developed building lot or site designed for
the erection of his pernmanent one fam |y residence, wthout any
requi renent for the commencenent of construction, not in excess
of [seventy-five] ninety percent of the fair market val ue,
provi ded the security docunment shall require the borrower to
repay the loan in a period not |onger than [five] fifteen years

and shall require equal nonthly paynments throughout said [five-
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year] fifteen-year period sufficient to result in an

anortization of not less than [forty] thirty percent of the

princi pal anount of the |loan at the expiration of [five] fifteen
years.

Section 9. Section 910 of the act, anended Decenber 27, 1974
(P.L.1012, No.329), is anended to read:

Section 910. Urban Renewal Loans.--An insured association
may grant or participate in a grant of nortgage | oans within an
urban renewal area as defined in subsection (a) of section 110
of the Housing Act of 1949 as amended, provided, such | oans

shall not exceed ninety percent of the fair market val ue of any

type of inproved property. An association nay nake investnents

in real property and obligati ons secured by |liens on real

property |l ocated within a geographi c area or nei ghbor hood

recei ving concentrated devel opnent assi stance by a | ocal

governnent under Title | of the Housi ng and Conmmunity

Devel opnent Act of 1974 (Public Law 93-383) linmted to not in

excess of two percent of the assets of an associ ati on.

Section 10. Section 913 of the act is amended to read:

Section 913. Construction Loans.--(a) Any nortgage herein
aut hori zed may be nade for the acquisition and construction or
t he construction of a structure as hereinbefore classified for
| oans on inproved real estate. The security docunents shal
specify the terns upon whi ch advances are to be nmade on such
construction loan and it nmay be conbined with a pernanent | oan
to continue after conpletion of the construction.

(b)Y An association nmay al so nmake constructi on | oans w t hout

security. In such | oans the i nvestnent shall not exceed the

greater of:

(1) The sumof its surplus, undivided profits, and reserves,

19810H0210B1490 - 8 -
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(2) Five percent of the assets of the associ ati on.

(c) The principal purpose of such construction | oans w t hout

security, as provided in subsection (b), shall be to provide

financing with respect to what is, or is expected to becone

primarily residential real estate where:

(1) the association relies substantially for repaynent on

the borrower's general credit standi ng and forecast of incone

w t hout other security; or

(2) the association relies on other assurances for

repaynent, including, but not limted to a guarantee or sinilar

obligation of a third party.

(d) Investnents in construction | oans w thout security shal

not be included in any percentage of assets or other percentage

referred to in this act.

Section 11. The introductory paragraph and subsections (d)
and (e) of section 915 of the act, subsections (d) and (e)
anended Cctober 5, 1978 (P.L.1123, No.263), are anmended and
subsections are added to read:
Section 915. Ternms of Mrtgage.--Mrtgages ot her than those
set forth in subsections (c), (d), (e), [and] (f), (k) AND (I) <—

and—{m of this section shall be witten on such basis and in <—
such aggregate amounts as the departnment nay by regul ation
authorize or on a nonthly direct reduction |oan basis and the
contract shall provide that the first nonthly paynent shall be
made not |ater than sixty days after the advance of the | oan,
provi ded however

* %k

(d) If the loan is nade for the purpose of facilitating the

trade-in or exchange of residential real property a substanti al
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portion of which is used as a dwelling for not nore than four
fam lies and does not exceed [eighty] ninety percent of the fair
mar ket val ue of the property it may be nmade for a term not
exceedi ng ei ghteen nonths w thout anortization but interest
shall be payable not |ess frequently than sem -annually.

(e) Any devel opnent | oan under section 908 shall be

repayable within [five] eight years and the interest on any such

| oan shall be payable at |east sem -annually.

(K) EXCEPT IN THE CASE OF A DUE-ON- SALE CLAUSE OR EXCEPT IN <—

THE CASE OF A DEFAULT _AND | N ACCORDANCE W TH THE ACT OF JANUARY

30, 1974 (P.L.13, NO 6), REFERRED TO AS THE LOAN | NTEREST AND

PROTECTI ON LAW NO LOAN FOR FI NANCI NG THE PURCHASE OF AN OMNER

OCCUPI ED ONE OR TWO FAM LY RESI DENTI AL_PROPERTY SHALL CONTAIN A

PROVI SI ON THAT THE LOAN MAY BE ACCELERATED AT THE LENDER' S

OPTI ON. BALLOON LOANS ARE PROH BI TED FOR FI NANCI NG THE PURCHASE

OF_ AN OMNER OCCUPI ED ONE OR TWO FAM LY RESI DENTI AL PROPERTY.

TH'S RESTRICTI ON SHALL APPLY TO ALL COVM TMENTS FOR MORTGAGE

LOANS GRANTED SUBSEQUENT TO THE EFFECTI VE DATE OF THI' S

SUBSECTI ON.

(1) Wienever a reneqotiable rate nortgage loan is to be nande
under the authority of this act —thermortgagor—nust—be—given- <—
| it h the : . ’ . . Y
i tial | I Y : nd I L |
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I F ey i d ol hall
. o I he | | I | I
lender—s—option— THE I NI TI AL BASE VALUE OF THE REFERENCE | NDEX

TO BE UTILIZED AS A BASE I N DETERM NI NG | NTEREST RATE | NCREASES

AND DECREASES MJUST BE ESTABLI SHED AT THE TI ME OF LOAN

SETTLEMENT.

Section 12. Section 919 of the act, amended Decenber 13,
1979 (P.L.522, No.115), is anended to read:

Section 919. [Loans Secured by Chattel Paper.--(a) Wen an
associ ation holds a nortgage on real estate or on a | easehold
interest therein it nmay also grant a | oan secured by chattel
paper to the nortgagor of the real estate or a | easehold
interest to assist himin the purchase of consuners' durable
goods, which shall be used in connection with said nortgaged
prem ses, for the equi pping of residential property provided:

(1) Any such loan shall conformto the requirenents of
Article 9 of the Uniform Comercial Code approved April 6, 1953
(P.L.3, No.1l), its anendnments and suppl enents. No exam nation of
public records shall be required in connection with the | oan
secured by chattel paper if the borrower is newy acquiring
title to all of the chattels described in the security agreenent
and the seller of the chattels furnishes to the association a
receipted bill for the sane,

(2) No such loan shall exceed ten thousand dollars ($10, 000)
in amount, nor shall its termexceed fifteen years and thirty-
two days,

(3) No such lIoan nay be granted unless it constitutes a
first lien on the chattels described therein,

(4) In addition to obtaining a security agreenment for such

| oans, the association shall secure a prom ssory note evidencing

19810H0210B1490 - 11 -
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the borrower's agreenent to repay said |loan in regular nonthly
install ments over a period not exceeding five years with
interest at a rate not exceeding that herein authorized under
section 918 for | oans for property repair, alteration and

i nprovenent on the declining balance. The note shall contain a
provision that if the obligor shall sell the nortgaged real
estate or assign his | easehold interest therein or renove
therefromany chattels described in the security agreenent the
entire bal ance remai ning due on the |oan shall imrediately
become due and payabl e,

(5) An association nay nmake the follow ng charges in
connection with said | oan:

(i) Premuns for insurance obtained in connection with the
| oan,

(i1i) A single delinquency charge for each installnment in
arrears for a period of nore than fifteen days other than by
reason of acceleration or by reason of a delinquency on a prior
installnment, in an anmobunt not to exceed the | esser of two
dollars and fifty cents ($2.50) or five percent of the anpunt of
t he install ment,

(ti1) A charge for an extension in an anount not to exceed
two percent of the unpaid bal ance of the | oan, said charge may
be inmposed only one tine during the life of the I oan,

(iv) Fees paid for filing docunents in public offices in
connection with said | oan,

(v) Actual expenditures, including reasonable attorneys’

fees for proceedings to collect the | oan,] Consuner Loans and

Certain Securities.--An associ ati on nay nake secured or

unsecured | oans for personal, famly or househol d purposes, and

may i nvest in, sell, or hold commerci al paper and corporate debt
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securities subject to requl ati ons i ssued by the departnent after

gi ving due consideration to the | aws and requl ati ons appli cabl e

to Federal savings and | oan associ ati ons. The total of such

| oans and i nvestnents are limted to not in excess of twenty

percent of the assets of the associ ati on.

Section 13. Subsection (n) of section 922 of the act,
anmended Decenber 1, 1971 (P.L.572, No.148), is anmended to read:

Section 922. Securities and Obligations.--An association may
invest its funds:

* %k

(n) In capital stock obligations or other securities of any
service corporation organi zed under the | aws of the Conmonweal t h
of Pennsylvania if the entire capital stock of such corporation
is avail able for purchase only by savings associations and
savi ngs banks organi zed and exi sting under the |aws of the
Commonweal th of Pennsyl vani a and by Federal savings and | oan
associ ations having their honme offices in the Cormonweal t h of
Pennsyl vani a. The departnent shall have the right to define
service corporations and the activities thereof. An association
may meke investments in service corporations up to [one] two
percent of its assets plus such additional percentage of assets
as the departnment nmay by regul ati on aut hori ze,

* %k

Section 14. The act is anended by addi ng a—seetien SECTIONS <—
to read:

Secti on 925. Nonconf orm ng Loans. --An associ ati on shall have

the right to invest linmted to not in excess of five percent of

the assets of the association in | oans upon the security of or

respecting real property or in interests therein used for

primarily residential or farm purposes that do not conply with
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the limtati ons el sewhere provided in the code.

SECTI ON 926. ENFORCEMENT OF MORTGACES. - - BEFORE ANY

RESI DENTI AL MORTGAGE LENDER, AS DEFI NED BY THE ACT OF JANUARY

30, 1974 (P.L.13, NO 6), REFERRED TO AS THE LOAN | NTEREST AND

PROTECTI ON LAW _NMAY ACCELERATE THE MATURITY OF ANY RESI DENTI AL

MORTGAGE OBLI GATI ON AS DEFI NED BY THE LOAN | NTEREST AND

PROTECTI ON LAW COVMENCE ANY LEGAL ACTI ON | NCLUDI NG MORTGAGE

FORECLOSURE TO RECOVER UNDER SUCH OBLI GATI ON, OR TAKE PGOSSESS| ON

© o0 N oo o A~ wWw N P

OF ANY SECURITY OF THE RESI DENTI AL MORTGAGE DEBTOR, AS DEFI NED

=Y
o

BY THE LOAN | NTEREST AND PROTECTI ON LAW FOR SUCH RESI DENTI AL

=
=

MORTGAGE OBLI GATI ON, SUCH PERSON SHALL G VE THE RESI DENTI AL

=
N

MORTGAGE DEBTOR NOTI CE OF SUCH | NTENTI ON AS PROVI DED UNDER

=
w

SECTI ON 403 _OF THE LOAN | NTEREST AND PROTECTI ON LAW A FORM OF

H
o

NOTI CE OF | NTENTI ON TO FORECLOSE, PRESCRI BED BY REGULATI ONS OF

=Y
(63}

THE SECRETARY OF BANKI NG AS PROVI DED UNDER SECTI ON 601 OF THE

=Y
(e}

LOAN | NTEREST AND PROTECTI ON LAW SHALL BE | NTERPRETED AS

=
\l

SATI SFYI NG THE REQUI REMENTS OF SECTI ON 403 OF SAI D ACT.

=Y
oo

Section 15. This act shall take effect imrediately.
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