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conditions as to it seem necessary and proper under the 
circumstances of each case, stay such suit, action or pro
ceeding, for a period not exceeding two years from the 
effective date of this act, upon petition of the corporate 

, fiduciary, showing the investment to have been made in 
good faith for the account of the cestuis que trustent, 
and otherwise in compliance with law, and that such 
investment has been kept separate and apart from the 
corporate assets of the fiduciary on its own books and 
records, and clearly designated thereon as the property 
of the cestuis que trustent. 

Section 2. In exercising the powers conferred by 
this act, the courts shall have the discretion of a chan
cellor sitting in equity. It shall be a sufficient reason 
for the grant of a stay that the proceeding would work 
serious inequity by reason of the economic emergency, 
and the right to stays on writs of execution under exist
ing laws. 

Section 3. This act shall not in any manner alter, 
limit or repeal any rights or powers heretofore or here
after gr.anted to banks, banks and trust companies, and 
trust companies respecting the investment of :fiduciary 
funds in mortgage or securities pools, or participations 
therein. 

Section 4. If any clause, phrase, section, or part of 
this act is held by any court to be unconstitutional, such 
ruling shall not affect the validity of the remaining or 
other portions of this act; it being the legislative intent 
that the provisions of this act are severable. 

Section 5. All acts or parts of acts inconsistent here
with arr. suspended while this act is in effect. 

Section 6. This act shall become effective immedi
ately upon final passage by the Legislature and approval 
by the Governor. · 

APPROVED-The 2d day of July, A. D. 1935. 

GEORGE H. EARLE 

No. 202 

AN ACT 

To amend the act, approved the fifteenth day of May, one thou
sand nine hundred and thirty-three (Pamphlet Laws, five hun
dred sixty-five), entitled ''An act relating to the powers and 
duties of the Department of Banking ru1d the Secretary of 
Banking in exercising supervision over, and taking possession 
of and conducting or liquidating the business and property of 
corporations, associations, and persons receiving deposits o; 
otherwis~ ~ransacting .a _banking business, ~or:porations acting 
as fiduciaries, and bmldmg and loan associations; providing 
for the payment of the expenses of the Department of Banking 
by s~pe;vised corpor3:tions, associations, or persons, and ap
propnatmg the Bankmg Department Fund; authorizing the 
Department of Banking, under certain circumstances, to exam-

Court shall 
have powers 

525 

of court of 
equity In exer
cising powers 
conferred by 
this act. 

Constitutional 
provision. 

Inconsistent 
acts suspended. 

When effective. 



526 

Sections 201, 
301, 402, 501, 
712, 905, and 
1011, act of 
May 15, 1933 
(P. L. 565), 
amended. 

LAWS OF PENNSYLVANIA, 

ine corporations, associations, or persons affiliated, or having 
business transactions with supervised corporations, associations 
or persons; authorizing appeals to the Supreme Court, and 
prescribing and limiting the powers and duties of certain other 
courts and their prothonotaries, registers of wills, recorders of 
deeds, and certain State departments,· commissions, and officers; 
authorizing certain local public officers and State departments 
to collect fees for services rendered under this act; providing 
penalties; and repealing certain acts and parts of acts,'' by 
modifying the powers and duties of the Department of Bank
ing; and modifying the powers and duties of the Secretary of 
Banking as receiver of corporations and persons under his 
supervision; and by providing for the creation of the Banking 
Board, the appointment of its members, the payment of its ex
penses, and defining its powers and duties. 

Section 1. Be it enacted, &c., That section 201, sec
tion 301, section 402, section 501, section 712, section 905, 
and section 1011 of the act, approved the fifteenth day 
of May, one thousand nine hundred thirty-three (Pam
phlet Laws, five hundred sixty-five), entitled "An act 
relating to the powers and duties of the Department of 
Banking and the Secretary of Banking in exercising su
pervision over, and taking possession of and conducting 
or liquidating the business and property of, corporations, 
associations, and persons receiving deposits or otherwise 
transacting a banking business, corporations acting as 
fiduciaries, and building and loan associations; provid
ing for the payment of the expenses of the Department 
of Banking by supervised corporations, associations, or 
persons, and appropriating the Banking Department 
Fund; authorizing the Department of Banking, under 
certain circumstances, to examine corporations, associa
tions, or persons affiliated, or having business transac
tions with supervised corporations, associations or per
sons; authorizing appeals to the Supreme Court, and 
prescribing and limiting the powers and duties of certain 
other courts and their prothonotaries, registers of wills, 
recorders of deeds, and certain State departments, com
missions, and officers; authorizing certain local public 
officers and State departments to collect fees for services 
rendered under this act; providing penalties; and re
pealing certain acts and parts of acts,'' are hereby 
amended to read as follows : · 

Section 201. Corporations and Persons Subject to 
Supervision of Department.-The department shall have 
the power to supervise-

( l) All corporations and persons which are authorized 
to receive or which do receive in this Commonwealth 
money on deposit or for safe-keeping, or which are au
thorized to engage or which do engage in this Common
wealth in a banking business, and all corporations which 
are authorized to act or which do act in this Common
wealth as trustees, guardians, executors, administrators, 
or in other fiduciary capacities, including banks, bank 
and trust companies, trust companies, private banks, 
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[other than those exempted by this act] savings banks, 
and mutual savings funds; [and safe-deposit companies] 
but not including hotels or clubs which receive money 
from guests or members for temporary safe-keeping, ex
press, steamship, or telegraph companies which receive 
money for transmission, and attorneys at law, real estate 
agents, and attorneys in fact, who are not engaged in the 
business of receiving moneys in this Commonwealth for 
deposit or for transmission but receive and transmit 
moneys only as an incident to their general business or 
profession, brokers licensed under the laws of this Com
monwealth, holding membership in a lawfully consti
tuted brokerage exchange, who do and have authority to 
do only such banking as is incidental to their brokerage 
business; 

(2) All building and loan associations authorized to 
transact or transacting business in this Commonwealth; 

( 3) All national banking associations, incorporated 
under the laws of the United States and located within 
this Commonwealth, which are authorized to act [and] 
or which do act in this Commonwealth as trustees, guar
dians, executors, administrators, or in any other fidu
ciary capacities, to the extent to which supervision by 
State authorities is or may be permitted under the laws 
of the United States. 

However, when any corporation subject to the super
vision of the Department of Banking shall also engage 
in a title insurance business, a mortgage guarantee busi
ness, or any other business subject to the supervision of 
the Insurance Department, such branch of its business 
shall not be subject to the supervision of the Department 
of Banking. 

Section 301. Relationships of Employes of Depart
ment with Institutions; Penalty.-A. Neither the sec
retary, nor any deputy, examiner, clerk, or other em
ploye of the department, nor any deputy receiver, or 
other employe of the Secretary of Banking as receiver, 
shall be an officer, director, trustee, manager, employe, or 
shareholder of, or directly or indirectly have any pecu
niary interest in, any institution; nor shall he, after be
coming secretary, or a deputy, examiner, clerk, or other 
employe of the department, or a deputy receiver, or 
other employe of the Secretary of Banking as receiver, 
directly or indirectly receive from any institution, or 
from any officer, director, or employe thereof, any sum 
of money or other property, whether as a gift, credit, 
loan, or otherwise. However, the secretary, or any dep
uty, examiner, clerk,. or other employe of the department, 
or any depnty receiver, or other employe of the Secre
tary of Banking as receiver, may secure from any insti
tution a mortgage loan upon his own home, upon the 
same terms and in the same manner as are provided by 
law for mortgage loans by such institutions upon real 
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property and as are customarily imposed and :followed 
by the institution making such loan. 

This section shall not be construed to prohibit the 
secretary, or any deputy, examiner, clerk, or other em
ploye of the department, or any deputy receiver, or other 
employe of the Secretary of Banking as receiver, from 
becoming a depositor in any institution. 

B. A violation by the secretary, deputy, deputy re
ceiver, examiner, clerk, or qther employe of the prohi
bitions of this section shall constitute sufficient ground 
for his removal from office. In addition, the secretary, 
deputy, deputy receiver, examiner, clerk, or other em-· 
ploye committing such violation shall be deemed guilty 
of a misdemeanor, and shall, upon conviction thereof, be 
subject to imprisonment for a period not exceeding one 
year, or a fine not exceeding one thousand dollars, or 
both; he shall also be subject to a further fine of a sum 
equal to the amount of the gift, credit, loan, or other sum 
of money which he has directly or indirectly received in 
violation of this section. 

Section 402. Examination of Corporations or Persons 
Affiliated with Institutions.-A. The ·Department of 
Banking shall have the power to supervise, regulate, lim
it, or prohibit the activities of corporations or persons 
affiliated with institutions to the same extent as such 
activities of corporations or persons affiliated with na
tional banking associations, or with members of a Fed
eral Reserve Bank, are, or shall be, supervised, regulated, 
limited, or prohibited by general law, or by regulations 
issued by any Federal authority pursuant to law. 

B. For the purpose of determining the condition of, 
and obtaining full information about, an institution, the 
department may examine and investigate the property, 
assets, books, papers, and affairs of any corporation or 
person affiliated with such institution. A corporation or 
person shall be deemed to be affiliated with an institution 
for the purposes of this section if-

(1) It is owned directly or indirectly by such insti
tution; or 

(2) It owns directly or indirectly such institution; or 
(3) It is owned directly or indirectly by the same 

person or corporation which owns directly or indirectly 
such institution; or 

( 4) 1'he election of a majority of its board of direc
tors is controlled directly or indirectly by any instru
mentality, agency, or arrangement that controls directly 
or indirectly the election of a majority of the board of 
directors of such institution; or 

( 5) A majority of its directors are also directors of 
such institution; or 

(6) Members of its board of directors constitute a 
majority of the board of directors of such institution; or 
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{7) Substantially all of its principal executive officers 
constitute a majority of the board of directors of any 
such institution, or comprise all or substantially all of 
the executive officers of any such institution; or 

{8) Its board of directors is composed of executive 
officers of any such instit1ttion; or 

(9) It dominates or controls, in whole or in part, the 
business or policy of such institution, either by contract 
or otherwise. 

Provided, however, that the department shall not have 
power to examine any corporation or person as an af
filiated corporation or person under this section, unless 
-(1) it either directly or indirectly owns or is owned 
by an institution; or (2) the institution within the pre
ceding two-year period had investments in, or outstand
ing loans secured, in whole or in part, by shares of stock 
or securities of, such corporation or person, which have 
no readily ascertainable market value. 

For the purposes of this section, the ownership of more 
than fifty per centum of the total number of shares, 
voted upon at the last meeting of the shareholders of 
a corporation for the election of its directors, shall be 
deemed to be ownership of such corporation. 

Shares of stock, held in the name of a nominee of any 
corporation, for the benefit of such corporation, shall be 
deemed to be shares owned or controlled by the corpora
tion. 

Section 501. Orders by Department.-A. Whenever 
it shall appear to the department that any institution is 
violating any provision of its charter, or of this. act, or 
of any other law regarding the business of such institu
tion, or that such institution is conducting business in an 
unsafe or unsound manner, the department may issue a 
written order, under the seal of the department, direct
ing such institution to discontinue, within such period 
as shall be specified in the order, such violation of law 
or such unsafe or unsound practice. 

B. Whenever it shall appear to the department that 
an attorney, officer, or employe of an institution, other 
than a building and loan association, and in the case of 
an incorporated institution, other than a building and 
loan association, a director or trustee thereof, shall have 
continued to violate any law relating to such institution, 
or shall have continued unsafe or unsound practices in 
conducting the business of such institution, after having 
been warned by the department to discontinue such vio
lations of law or such unsafe or unsound practices, the 
department may issue an order directing such attorney, 
officer, employe, director, or trustee to appear, on the 
day fixed in such order, before the Banking Board, and 
show cause why he should not be removed from his office 
or position and such office or position declared vacant. 
A copy of such order shall be sent to the institution of 
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which such person is an attorney, officer, employe, direc
tor, or trustee, and a copy of such order shall be sent 
to the Banking Board. 

The office or position of any attorney, officer, employ_e, 
director, or trustee, so ordered by the department to ap
pear before the Banking Board, who does not appear on 
the day fixed in such order, shall, unless the date for his 
appearance shall previously have been extended by the 
department, itpon such failure to appear, be declared 
vacant. Notice of such failitre to appear shall be given 
by the Banking Board to the department. 

On the day fixed by the boMd such attorney, officer, 
employe, director, or tritstee shall be heard, in person or 
by counsel, by the Banking Board. If, after such hear
ing, it shall appear to the Banking Board that such at
torney, officer, employe, director, or trustee has not 
shown cause why he should not be removed from his 
office or position and such office or position declared va
cant, it shall, within sixty days of such hearing, notify 
the department of its decision. Upon receipt of such 
notice, or of notice that an attorney, officer, employe, di
rector, or trustee has failed to appear on the day fixed, 
the department shall issite an order directing the insti
tution to remove such attorney, officer, employe, director, 
or trustee from his office or position, and declare such 
office or position vacant. A copy of such order shall be 
sent to the attorney, officer, employe, director, or trustee 
so removed. 

The department shall set forth in its order the date 
upon which any such removal and declaration of va
cancy shall become effective. 

If, after such hearing, it shall appear to the Banking 
Board that such attorney, officer, employe, director, or 
trustee has shown proper cause for not removing him or 
declaring his office or position vacant, it shall, within 
sixty days of such hearing, notify the department to 
that effect. 

If the institution, of which such person, ordered by 
the department to appear before the Banking Board, is 
an attorney, officer, employe, director, or trustee, is a 
member of a Federal Reserve Bank or the Federal De
posit Insurance Corporation, the department may notify 
such Federal Reserve Bank or Federal Deposit Insur
ance Corporation of its order directing sitch attorney, 
officer, employe, director, or trustee to appear before the 
Banking Board, and of the dJecision of the Banking 
Boa1·d. At such hearing, any duly authorized represen
tative of such Federal Reserve Bank or Federal Deposit 
Insurance Corporation may appear as a witness against 
such attorney, officer, employe, director, or trustee. 

Except as herein otherwise specifically provided, the 
proceedings of the Banking Board and its decisions shall 
not be published or divulged to anyone. 



SESSION OF 1935. 

The decision of the Banking Board shall be conclusive 
and not subject to any review. Any attorney, officer, 
employe, director, or tnistee, who is removed from his 
~.~"" -·· ~:_·.:~ion as provided in this section, shall for
ever thereafter be disqualified from acting as an attor
ney, officer, employe, director, or trustee of any insti
tution in this Commonwealth, for such period as the 
Banking Board shall prescribe. 

C. There is hereby created a board to be known as 
the "Banking Board," which shall hear any attorney, 
officer, employe, director, or trustee of any corporation 
or person, subject to the supervision of the Department 
of Banking, who shall have been ordered, by the Depart
ment of Banking to appear before such board, to show 
cause why his office or position should not be declared 
vacant. The board shall also exercise such additional 
powers as shall be given to it, and shall act upon such 
matters as shall be ref erred to it by any laws of this 
Commonwealth. 

The board shall consist of nine members, one of which 
shall be the Secretary of Banking, who shall act as 
chairman. Two of its members shall be appointed by the 
Governor to serve for two years from September first, 
one thousand nine hundred and thirty-five, and may be 
removed from the board at his pleasure, the remaining 
six members shall be appointed by the Governor from a 
list of nominations submitted to him as herein provided, 
but any siich member shall not be removed from office, 
unless he shall have been absent from six consecutive 
meetings of such board. 

(1) The Pennsylvania Ban"!cers Association shall nom
inate, in writing, to the Governor, five persons from 
groups one and two. of the Pennsylvania Bankers Asso
ciation, two of whom shall be appointed by him, as mem
bers of the board, to serve for four years from Septem
ber first, one thousand nine hundred and thirty-five. 

(2) I:he Pennsylania Bankers Association shall nom
inate, in writing, to the Governor, five persons from 
groups three, four, five, and six of the Pennsylvania 
Bankers Association, two of whom shall be appointed by 
him, as members of the board, to serv·e for eight years 
from September first, one thousand nine hundred and 
thirty-five. 

(3) The Pennsylvania Bankers Association shall nom
inate, in writing, to the Governor, five persons from 
groitps seven and eight of the Pennsylvania Bankers 
Association, two of whom shall be appointed by him, 
as members of the board, to serve for six years f1·om 
September first, one thousand nine hundred and thirty
five. 

Such nominations shall be submitted to the Governor 
not less than thirty days before July first, one thousand 
nine hundred and thirty-five, and thereafter not less 
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than thirty days before September first of the year, in 
which the Governor shall make appointments of suc
cessors to fill the offices of such members, whose terms 
will expire on September first of such year. If such 
nominations are not so submitted to the Governor, he 
shall appoint, as members of the board, attorne']!s, of
ficers, employes, directors, or trustees of corporations or 
persons subject to the s1"pervision of the Department of 
Banking, two of whom shall be from groups 1 and 2 of 
the Pennsylvania Bankers Association, two from groups 
3, 4, 5, and 6 of the Pennsylvania Bankers Association, 
and two from groups 7 and 8 of the Pennsylvania Bank
ers Association, but any snch member shall not be re
moved from office, unless he shall have been absent from 
six consecutive meetings of such board. 

Upon expiration of the respective initial terms of of
fice, members shall be appointed to serve for eight years. 
Members shall serve until their successors are duly ap
pointed and have qualified. Appointed members of the 
board shall qualify by giving written notice to the Sec
retary of Banking of their acceptance of such appoint
ment. 

The board rnay, by the vote of a majority of all its 
members, excuse any member for failure to attend its 
meetings, but if not so excused, the office of the member, 
who shall have been absent from six consecutive meet
ings, shall be declared vacant, and the vacancy filled 
as herein provided. 

Vacancies in the board caused by death, resignation, 
failure to attend meetings,. or otherwise, shall be filled by 
the Governor, but in the case of a vacancy caused by 
death, resignation, failure to attend meetings, or other
wise, of a member appointed from nominations sub
mitted to the Governor, as herein provided, the Gov
ernor shall fill such vacancy by appointing, as a member 
of the board, an attorney, officer, employe, director, or 
trustee of a corporation or person subject to the super
vision of the Department of Banking, having its prin
cipal place of business within the same groups of the 
Pennsylvania Bankers Association, as was represented 
by the list of nominations from which was appointed the 
member whose office became vacant. 

The board shall meet upon the call of the chairman, 
notice of which shall be given· to each member, in writ
ing, not less than five days prior to the date fixed for 
such meeting. 

A majority of all the members of the board in office 
shall be necessary to constitute a quorum for the trans
action of biisiness, and the acts of a majority of the 
members, who are present at a meeting at which a quo
rum is present, shall be the acts of the board, provided 
that the chairman shall have no vote, unless they be 
equally divided. 
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Members of the board shall serve without compen
sation, but shall be entitled to personal expenses actually 
incurred in the performance of duties, which, if ap
proved by the Department of Banking, shall be paid 
by it. 

The board shall meet in the office of the Department 
of Banking, for which purpose, the Department of Bank
ing shall furnish to the board adequate office space and 
such other facilities as are necessary for its administra
tion. The Devartment of Banking shall designate one 
of its employes to act ns secretary to the board, and 
shall furnish such other employes as may be required. 

The secretary shall keep full minutes of the proceed
ings of the board, which shall be available only to the 
members thereof. 

In connection with any hearing or investigation, the 
board shall have power to issue subpoenas, requiring the 
attendance of or the prodiiction of pertinent books and 
papers by the officers, directors, agents, employes, or 
members, respectively, of any corporation or person 
which the department is authorized under the provisions 
of this act to examine. The board shall, upon application 
of the attorney, officer, employe, director, or trustee to 
be heard, subpoena such witnesses as are set forth in 
such application. The board shall also have the power 
to question such witnesses under oath or affirmation, and 
to examine such books and papers. 

Any witness who refuses to obey a subpoena, issued 
under this section, or who refuses to be sworn or affirmed 
or to testify, or who is guilty of any contempt, after 
summons to appear, may be punished as for contempt of 
court, and for this purpose, an application may be made 
to any court of common pleas, within whose territorial 
jurisdiction the offense was committed, for which pur
pose such court is hereby given jurisdiction. 

[BJ D. Whenever it shall appear to the department 
that the capital of a corporation under its supervision 
has been impaired, or the capital and surplu.s reduced 
below the minimum required by law or below the amount 
required by its articles of incorporation, the department 
may issue a written order, under the seal of the depart
ment, directing such corporation to make good the de
ficiency within such period as shall be specified in the 
order. 

[CJ E. Whenever it shall appear to the department. 
that the bond or securities of a person under its super
vision, which are required by law to be deposited with 
the department, have depreciated in value so that their 
present value is below the minimum amount required by 
law, the department may issue a written order, under 
the seal of the department, directing such person to 
make good the deficiency within such period as shall be 
specified in the order. 
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[DJ F. Whenever it shall appear to the department 
that any institution is not keeping its books and ac
counts in such manner as to enable the department with 
reasonable facility, to ascertain the true condition of the 
institution, the department may issue a written order, 
under the seal of the department, requiring such insti
tution, within such period as shall be specified in the 
order, to open and keep such books as the department 
may, in its discretion, reasonably determine are essential 
for the purpose of keeping accurate and convenient rec
ords of the transactions and accounts of such institution. 

[E] G. Whenever any institution shall refuse to 
submit its records and affairs to a legally conducted 
examination or investigation by the department, the 
department may issue a written order, under its seal, 
requiring such institution to permit the secretary, or 
other duly authorized examiner, to make such examina
tion or investigation, within such period as shall be 
specified in the order. 

Section 712. Liens, Judgments, and Executions; .As
signments of Claims.-.A. The status of all parties 
shall become fixed on the date the secretary takes pos
session of the business and property of the institution, 
as receiver. No corporation or person shall thereafter 
acquire any lien or charge against any of the assets of 
the institution of which the secretary is receiver, in
cluding mechanics' liens for charges, payments, ad
vances, or clearances thereafter made or thereafter in
curred, or liens by reason of the entry of any judgment 
against such institution after the secretary has taken 
possession. 

B. In the case of an institution, of which the secre
tary has taken possession, which, at the tirne of posses
sion, was a mernber, in the case of a bank, bank and 
trust cornpany, or savings bank of the Federal Deposit 
Insurance Corporation, and in the case of a building 
and loan association of the Federal Savings and Loan 
Insurance Corporation, the clairns of depositors, and of 
shareholders of a building and loan association, shall 
be subrogated in favor of the Federal Deposit Insurance 
Corporation or the Federal Savings and Loan Insurance 
Corporation, as the case rnay be, to the extent that the 
Federal Deposit Insurance Corporation or the Federal 
Savings and Loan Insurance Corporation rnakes availa
ble, pursuant to applicable laws of the United States, 
for payrnent, the clairns of such depositors or such share
holders: Provided, That the rights of such depositors or 
of such shareholders, to participate in and receive divi
dends or other distributions upon that portion of their 
clairns not rnade available for payrnent, shall not be 
affected by such subrogation. When the clairns of de
positors or of shareholders have been rnade available for 
payment, in whole or in part, by the Federal Deposit 
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Insurance Corporation or the Federal Savings and Loan 
Insurance Corporation, as the case may be, the secre
tary shall file a partial or final account, in the manner 
required by this act, of his administration of the busi
ness and property of the institution. 

[B] C. Assignments of claims of depositors or other 
creditors of the institution, which are made before the 
secretary takes possession but notice of which is not 
received by the institution before such taking of pos
session, shall be regarded as, and shall have only the 
legal incidents of, assignments made after the secretary 
takes possession. 

[C] D. No execution or attachment, pending or 
otherwise, shall respectively issue, or be proceeded with, 
against any property, moneys, or assets, owned by, or 
legally in the custody or possession of, an institution of 
which the secretary is in possession as receiver, except 
that an execution may be permitted by special leave of 
the court. In lieu of the right to issue an attachment 
against money or property belonging to others, which is 
legally in the custody or possession of such institution, 
a plaintiff may proceed as follows: He may give writ
ten notice of his claim to the secretary, or to the deputy 
receiver of such institution, and he shall thereafter pre
sent proof in the regular manner provided by this act 
for the proof of the claim, which he is attempting to 
attach. After the filing of the regular account of the 
secretary, the court shall adjudicate the matter as in the 
case of other disputed claims. Where two or more plain
tiffs attempt to attach the same claim in this manner, 
the order in which they shall take, as among themselves, 
shall be determined by the order in which written notice 
of their claims was received by the secretary. 

Section 905. Advances by Secretary to Substituted 
Fiduciary.-Whenever the secretary shall have filed an 
account as to any such mortgage or securities pool, or as 
to any mortgage, security, or other asset in which the 
institution shall have created undivided interests, and 
it shall appear to the court that any sum of cash will 
be needed by the substituted fiduciary for the protection 
of the owners of undivided interests in such mortgage or 
securities pools, or in any such mortgage, security, or 
other asset, as to which such account shall have been 
filed, and if it shall appear from the account that the 
secretary does not have any cash held by him in con
nection wi~h such mortgage or securities pool, or in con
nection with any such mortgage, security, or other asset, 
or if the account discloses that the cash in his hands for 
that purpose is insufficient for the protection of the own
ers of the undivided interests in such mortgage or secu
rities pool, or any such mortgage or security, or other 
asset, or where no account is filed, if the secretary shall 
demonstrate these facts to the satisfaction of the court, 

535 



536 LAWS OF PENNSYLVANIA, 

the. court may, upon petition of the secretary, and in the 
exercise of its discretion, order the secretary to advance 
to the substituted fiduciary, out of the general assets of 
the institution, such cash as may be necessary for the 
protection of the owners of such undivided interest .. 
Such order shall provide that the amount of cash so ad
vanced by the secretary, with interest thereon at such 
rate as may be fixed by the court, shall be repaid by the 
substituted fiduciary out of the first moneys realized by 
such substituted fiduciary on the mortgages, securities, 
and other assets transferred to him. 

Section 1011. Order of Preference in Distribution.
A. The following shall be the order followed by the 
secretary in the distribution, pursuant to the provisions 
of this act, of the assets of any institution, with the ex
ception of a building and loan association, which he as 
receiver is liquidating: 

First. Any expenditure made by the secretary as 
receiver, which, under the provisions of this act, is to 
be paid out of the assets of the institution. 

Second. Any fee or other debt owing to the depart
ment for examinations, or other services rendered, or 
penalties incurred, prior to the taking of possession by 
the secretary as receiver; any deposit or other claim of 
the Commonwealth of Pennsylvania; and any other 
claim which is given a preference by law. 

Third. Any deposit and any interest due thereon 
which has been, or according to the by-laws or rules and 
regulations of the institution should have been, credited 
to such deposit, prior to the date of the taking of pos
session of the institution by the secretary as receiver, 
whether subject to withdrawal by check or by any other 
method not requiring notice, or to withdrawal only after 
notice or after the expiration of a fixed period, whether 
or not such notice has been given or such period has ex
pired at the date of distribution; any holder of a certi
fied check drawn on the institution; the claim of any 
holder of a certificate of deposit of the institution, which 
evidences an actual deposit of moneys in such institu
tion, and any interest which may be due thereon, 
whether such certificate of deposit is payable upon de
mand, or is payable only after notice or after the ex
piration of a fixed period, whether or not such notice has 
been given or such period has expired at the date of 
distribution; the claim of any holder of a check or 
draft of the institution, which has been given in ex
change for, or in payment of, a check or d'raft drawn 
upon such institution by a depositor therein, or which 
has otherwise been charged to the account of a depos
itor therein, provided that the amount of such check 
or draft does not exceed the balance to the credit of 
such depositor, or which has been given in exchange for 
cash or for any check or draft, the proceeds of which 
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have been received by the institution, excepting claims 
which are pref erred by the Bank Collection Act of one 
thousand nine hundred and thirty-one, its amendments 
and supplements; any claim for cash or for any check 
or draft, the proceeds of which have been received by the 
institution, which was delivered to the commercial de
partment of such institution as fiduciary, either for 
transmission or for any purpose other than as a de
posit, irrespective of whether all or part of such cash or 
the funds realized from such check or draft has been 
mingled with the assets of such institution. 

Fourth. Any claim for the amount of any deficiency 
in the funds, property, or investments of an estate of 
which the institution was fiduciary, or any surcharge 
with respect to such estate, which is found to be due by 
the court in which the account for such estate is filed; 
and any claim of a creditor of the institution, not listed 
under any other category in this section. 

Fifth. Any part of the amounts paid by sharehold
ers, after an assessment upon them by the secretary 
pursuant to the provisions of this act, which has proved 
unnecessary to pay in full all depositors or other cred
itors of the institution; such payments are to be made 
pro rata up to the respective amounts paid by each share
holder. This clause shall not be construed to refer to 
payments made by shareholders on account of unpaid 
subscriptions to shares. 

Sixth. Any moneys of the institution which still re
main in the hands of the secretary, shall be paid to 
shareholders, in proportion to the number of shares held 
by them respectively, minus any amounts still owing by 
them on the assessment made by the secretary pursuant 
to the provisions of this act, or on unpaid subscriptions 
to shares: Provided, however, If the articles of incor
poration, or any amendments thereto, prefer any class of 
shareholders over another class, then distribution shall 
be made in conformity with the articles of incorporation 
and any amendments thereto. 

Seventh. Any unliquidated assets, to trustees for 
shareholders appointed pursuant to the provisions of 
this act. 

B. The following shall be the order and preference 
followed by the secretary in the distribution, pursuant 
to the provisions of this act, of the assets of any building 
and loan association the affairs of which he as receiver 
is liquidating: 

First. Any expenditure made by the secretary as 
receiver, which under the provisions· of this act, is to be 
paid out of the assets of the institution. 

Second. Any fee or other debt owing to the depart
ment for examinations, or other services rendered, or 
penalties incurred, prior to the taking of possession by 
the secretary, as receiver; any other claim of the Com-
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monwealth of Pennsylvania; and any other claim which 
is given a preference by law. 

Third. Any claim of a creditor of the association, 
other than the claim of a shareholder arising from his 
ownership of shares. 

Fourth. Any claim of a shareholder, whether or not 
reduced to a judgment, arising from his ownership of 
shares, whether such shares be installment, full-paid, 
prepaid, matured, or any other type, and whether or not 
notice of withdrawal of such shares has been given to 
the association. The amount of the claim arising from 
each share shall be the amount actually paid in on ac
count of such share, less any amount lawfully deductible 
therefrom by the association, except in the case of a 
lawfully and properly matured share, in which case the 
amount of the claim shall be the actual par value of the 
share less any payment received on account thereof 
from the association and less any other amount lawfully 
deductible therefrom by the association. 

C. Every claim enumerated above shall have the 
same rank and priority as every other claim in the same 
numbered paragraph, regfl.rdless of the order in which 
such claims are enumerated. 

D. All claims provided for in this section shall be 
construed to refer only to claims presented to the sec
retary, and approved by the court, in accordance with 
the provisions of this act. · 

Section 2. This act shall become effective immedi
ately upon final enactment. 

Section 3. All other acts and parts of acts incon
sistent herewith are hereby repealed. 

APPROVED-The 2d day of July, A. D. 1935. 

• GEORGE H. EARLE 

No. 203 

AN ACT 

To amend the act, approved the fifteenth day of May, one thou
sand nine hundred and thirty-three (Pamphlet Laws, five hun
dred sixty-five), entitled "An act relating to the powers and 
duties of the Department of Banking and the Secretary of 
Banking in exercising supervision over, and taking possession 
of and conducting or liquidating the business and property of, 
corporations, associations, and persons receiving deposits or 
otherwise transacting a banking business, corporations acting 
as fiduciaries, and building and loan associations; providing for 
the payment of the expenses of the Department of Banking by 
supervised corporations, associations, or persons, and appropri
ating the Banking Department Fnnd; authorizing the Depart
ment of Banking, under certain circumstances, to examine cor
porations, associations, or persons affiliated, or having business 
transactions with supervised corporations, associations or per
sons; authorizing appeals to the Supreme Court, and prescribing 
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