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All fines and penalties, imposed and recovered for the
violation of any of the provisions of this act, shall be
paid [to the Department of Agriculture, and, when so
collected and paid, shall thereafter be paid] into the
State Treasury, through the Department of Revenue,
[for the use of the Commonwealth] and credited fo the
General Fund.

(b) The Attorney Qeneral at the request of the de-
partment may, in the name of the Commonwealth, in-
stitute proceedings in equity n the court of common
pleas of Dauphin County, for the purpose of enjoining
the conduct of business in this Commonwealth contrary
to the provisions of this act, and, for such purpose,
jurisdiction is hereby conferred upon said court. In such
case, the Attorney General shall not be required to give
bond.

Section 10. Nothing contained in this act shall be
construed to apply to ice cream and similar frozen prod-
ucts manufactured and sold by social, fraternal, chari-
table, eduecational, religious or beneficial organizations,
nor to a farmer making and selling from the produects
of his farm ice cream, custard ice cream, french ice
cream, french custard, frozen custard, sherbet, or ice,
provided that the standards of purity and quality pre-
scribed by this act are maintained in all cases of manu-
facture and sale permitted by the provisions of this
section.

The provisions of this act shall not be construed to
be tmpaired, or in any way affected by the provisions of
the act, approved the second day of July, one thousand
nine hundred and thirty-five (Pamphlet Lows, five hun-
dred eighty-nine), entitled ‘‘ An act to safeguard human
health and life by providing for the tssuance of permits
to, and regulation of persons and entities selling milk
and milk products; conferring powers, and imposing
duties on the Secretary of Health, the Advisory Health
Board; and otherwise providing for the administration
of the act; and tmposing penalties,”” or ifs amendments.

AprpProvED—The 5th day of June, A. D. 1937.
GEORGE H. EARLE

No. 351

AN ACT

To amend the act, approved the fifteenth day of May, one thou-
sand nine hundred and thirty-three (Pamphlet Laws, six hun-
dred twenty-four), entitled “An act relating to the business of
banking, and to the exercise of fiduciary powers by corpora-
tions; providing for the organization of corporations with
fiduciary powers, and of banking corporations, with or without
fiduciary powers, including the conversion of National Banks
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into State banks, and for the licensing of private bankers; de-
fining the rights, powers, duties, liabilities, and immunities
of such corporaiions, of existent corporations authorized to
engage in a banking business, with or without fiduciary powers,
of private bankers, and of the officers, directors, trustees, share-
holders, attorneys, and other employes of all such corpora-
tions or private bankers, or of affiliated corporations, associa-
tions, or persons; restricting the exercise of banking powers by
any other corporation, association, or person, and of fiduciary
powers by any other corporation; conferring powers and im-
posing duties upon the courts, prothonotaries, recorders of
deeds, and certain State departments, commissions, and officers;
imposing penalties; and repealing certain acts and parts of
acts,” by further providing for the powers and limitations upon
powers of corporations with fidueiary powers.

Section 1. Be it enacted, &ec., That section 1109 of the
act, approved the fifteenth day of May, one thousand
nine hundred and thirty-three (Pamphlet Laws, six hun-
dred twenty-four), entitled ‘‘An act relating to the
business of banking, and to the exercise of fiduciary
powers by corporations; providing for the organization
of corporations with fiduciary powers, and of banking
corporations, with or without fiduciary powers, includ-
ing the conversion of National banks into State banks,
and for the licensing of private bankers; defining the
rights, powers, duties, liabilities, and immunities of such
corporations, of existent corporations authorized to en-
gage in a banking business, with or without fiduciary
powers, of private bankers, and of the officers, directors,
trustees, shareholders, attorneys, and other employes of
all such corporations or private bankers, or of affiliated
corporations, associations, or persons; restricting the
exercise of banking powers by any other corporation,
association, or person, and of fiduciary powers by any
other corporation; conferring powers and imposing
duties upon the ecourts, prothonotaries, recorders of
deeds, and certain State departments, commissions, and
officers; imposing penalties; and repealing certain acts
and parts of acts,”’ is hereby amended to read as fol-
lows:

Section 1109. [Mortgage or] Securities Pools for In-
vestment of Fiduciary Funds.—A. A trust company,
or a bank and trust company in its trust department,
may establish a pool or fund of [bonds secured by mort-
gages, or of other] securities purchased solely with
funds of estates held by it as fiduciary. All [the bonds
secured by mortgages, and all] the securities, which
comprise such pool or fund, shall be of the class author-
ized as legal investments for funds held by fiduciaries.
The bank and trust company or the trust company shall
apportion fractional undivided interests in such pool
or fund to estates of which it is fidueiary in the propor-
tions in which their funds were used to purchase [the
bonds secured by mortgages, or] the securities, which
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comprise such pool or fund. Interests in such pool or
fund shall not be sold to any eorporation or person, but
shall be held solely by the bank and trust company, or
the trust company, as fidueiary, and the equitable in-
terest owned solely by the estates of which such bank
and trust company or such trust company is fiduciary.
Interests in such pool or fund may be transferred in dis-
tribution to any beneficiary, and, in order to make dis-
tribution, may be sold by such bank and trust company
or trust company to another trust estate or estates of
which it is fiduciary, or may be sold by a bank and trust
company to its commercial department, which may in
turn resell the same to another trust estate or estates of
which it is fidueiary, but not to any other corporation
or person.

B. Such bank and trust company or such trust com-
pany shall designate clearly upon its records the names
of the estates on behalf of which such bank and trust
company or trust company as fiduciary owns a frac-
tional undivided interest in such pool or fund, and the
extent of the interest of the estate therein. No such
estate shall be deemed to have individual ownership of
any [bond or other] seeurity in such pool or fund, but
shall be deemed to have an undivided interest in the en-
tire pool or fund.

The bank and trust company or the trust company
may issue a certificate of participation for every estate
on behalf of which such bank and trust company or
trust company as fiduciary owns a fractional undivided
interest in such pool or fund. Such certificate shall state
on its face that it is issued without guarantee by the
issuing bank and trust company or trust company of the
payment of either prinecipal or interest, that it will be
paid only when funds become available [out of the
bonds secured by mortgages or] out of the securities
comprising the pool or fund. It shall also state any
other important condition covering such situation.

C. The bank and trust company or the trust com-
pany shall have the right at any time to substitute [for
any bond or other obligation secured by mortgage, or]
for any securities, in a pool or fund, other [bonds or
obligations secured by mortgages, or] securities, which
meet all the requirements of this section and which have
a value at least equal to the [bond and mortgage or]
other security for which they were substituted.

[D. A bank and trust company or a trust company
shall likewise have the power to ecreate undivided
interests in any single bond secured by a mortgage, or
in any single security, to be apportioned among estates
of which it is fidueiary, in the proportion to which their
funds were used to purchase such asset. The bank and
trust company or the trust company shall create and as-
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sign such interest, and shall designate upon its records
the names of the estates to which any such undivided
interest shall have been apportioned, and may issue par-
ticipation certificates therefor in the same manner,
under the same conditions, and subject to the same limi-
tations as are authorized or imposed by this section in
the case of a pool of more than one hond secured by
mortgages, or of more than one security.]

[E.] D. This section shall not be construed to affect
a pool or fund [of bonds secured by mortgages or] of
securities, ereated by a bank and trust company or a
trust company prior to the [effective date of this act]
third day of July, one thousand mnine hundred and
thirty-three.

Section 2. Following seetion 1109 of the said aet, as
herein amended, and before section 1110 of the said act,
six new sections numbered 1109-1, 1109-2, 1109-3, 1109-
4, 1109-5, and 1109-6 are hereby inserted and added to
the said act as follows:

Section 1109-1. Investment of Fiduciary Funds in
Undivided Interests in Bonds Secured by Mortgages or
m Other Securities—A. A bank and trust company in
its trust department or a trust company may create un-
divided interests in any single bond secured by a mort-
gage or in any single security to be apportioned among
estates of which it is fiduciary. Amny such bond secured
by a mortgage and any such security shall be of the class
authorized as legal investments for funds held by fiduci-
aries. The bank and trust company or the trust com-
pany shall create and assign such undivided interests in
a bond secured by a mortgage or in a security to estates
of which it is the fiduciary in the proportion to which
their funds were used to purchase such asset. Interests
tn any such asset shall not be sold to any corporation or
person, but shall be held solely by the bank and trust
company or the trust company as fiducitary, and the
equitable interests owned solely by the estates of which
such bank and trust company or such trust company
s fiduciary. Imiterests in any such asset may be trams-
ferred in distribution to any beneficiary, and may be
sold by such bank and trust company or trust company
to another trust estate or estates of which it is fiduciary,
or, in order to make distribution, may be sold by a bank
and trust company to its commercial department, which
may, in turn, resell the same to another trust estate or
estates of which it is fiduciary, but not to any other cor-
poration or person.

B. 8uch bank and trust company or such trust com-
pany shall designate clearly wpon its records the names
of the estates on behalf of which such bank aend trust
company or trust company, as fiduciary, owns a frac-
tional undivided interest in any bond secured by a mort-
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gage or in any such security, and the extent of the
interests of such estates therein. No such estate shall
be deemed to have individual ownership of any such
bond secured by a mortgage or any such security, but
shall be deemed to have an undivided interest therein.

The bank and trust company or the trust company
may issue @ certificate of participation for every estate
on behalf of which such bank and trust company or
trust company, as fiduciary, owns a fractional undivided
terest in any such bond secured by a mortgage or in
any such security. Such certificate shall state on s
face that it is issued without guaraniee by the issuing
bank and trust company or trust company of the pay-
ment of either principal or interest, and that it will be
paid only when funds become available out of any such
bond secured by a mortgage or any such security. It
shall also state any other important condition governing
such situation.

C. This section shall not be construed to affect frac-
tional interests in any such bond secured by a mortgage
or in any such security, created by a bonk and trust
company or a trust company prior to the third day of
July, one thousand nine hundred and thirty-three.

Section 1109-2. Establishment and Maintenance of
Mortgage Investment Funds—A. A bank and trust
company in its trust department or a trust company may
establish and marntain one or more mortgage investment
funds in which it may invest only the funds of estates
held by it as fiduciary. Interests in any such fund shall
not be sold to any corporation or person, but shall be
held solely by the bank and trust company or the trusi
company, as fiduciary, and the equitable interests therein
owned solely by the estates of which such bank and trust
company or such trust company 18 fiduciary.

B. Such bank and trust company or such trust com-
pany shall not invest the funds of any such morigage
wmwvestment fund, except as follows:

(1) In mortgages of one or more individuals or cor-
porations securing bonds or other obligations subject to
the following provisions:

(a) At the date of the recording of awny such
mortgage in the office of the recorder of deeds of the
proper county, or at the date of any extension or re-
newal thereof, such mortgage shall meet the following
requirements:

(1) Such mortgage shall contain an wunconditional
promise to pay interest on the bonds or other obligations
secured thereby, and shall be or become a first lien upon
mmproved real estate, including improved farm lands,
sttuated within this Commonwealth prior to all other
liens, except taxes previously levied or assessed, but mot
then payabdle, and except taxes then due and payable or
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delinquent for the payment of which taxes, provision
has been made wn the mortgage settlement.

(II) The unpaid principal amount of the bonds or
other obligations secured by such mortgage shall not ez-
ceed two-thirds of the fair value of such real estate.

(II1) Such mortgage shall be payadble not more than
fifteen (15) years after the date thereof, or the date of
any renewal or extension thereof, and shall provide
either for the annual reduction of the principal amount
of the bonds or other obligations secured thereby in an
amount equal to at least five per centum of the unpaid
principal amount of such mortgage on the date thereof,
or on the date of any renewal or extension thereof, the
amount of the required annual reduction payment may
be made payable in installments, but such installment
payments shall be required to be paid not less frequently
than semi-annually, or such mortgage shall provide for
the amortization of the total umpaid principal amount
of such mortgage on the date thereof, or the date of any
renewal or extension thereof, by the payment of a fized
amount each month during the term of such mortgage,
or the term of any renewal or extension thereof, such
monthly payments being fized at an amount which will
include the interest due on such mortgage on the date
of such payments, and an additional eamount to be ap-
plied i the reduction of the unpaid principal amount of
such mortgage, which additional emounts will provide
for the amortization of the unpaid principal amount of
such mortgage during the term thereof, or the term of
any renewal or extension thereof, as herein provided.

(b) At the date any such mortgage is acquired by
the mortgage investment fund such mortgage shall also
meet the following requirements:

(1) All interest previously due thereon, if any, shall
have been paid wn full to the mext preceding interest
payment date as therein provided.

(II) No taxes levied or assessed upon the property
covered thereby wupon which any penalty has accrued
shall then remain unpaid, unless provision for the pay-
ment thereof is made at the date of the acquisition there-
of by the fund.

(I1I1) The unpaid principal amount of the bonds or
other obligations secured by such mortgage shall not ex-
ceed two-thirds of the fair value of the mortgaged prop-
erty. .

(c) A mortgage investment fund shall not contain
any mortgage securing bonds or other obligations, the
unpaid principal amount of which exceeds ten thou-
sand dollars, unless the total book value of all the assets

“in any such fund exceeds two hundred thousand dol-

lars, in which event the fund may contain mortgages
securing bonds or other obligations, the unpaid prin-



SESSION OF 1937.

cipal amount of which does not exceed five per cenlum
of such total walue or fifty thousand dollars, whichever
amount 1s the lesser,

(d) The term ““fair value’’ of real estate shall mean
the value placed thereon in a written appraisement by
two reputable persons familar with real estate value in
the vicinity of such real estate who shall actually hove
inspected the property before making the appraisement,
and shall so certify therein. Amny such appraisement
shall be filed and preserved among the records of the
fiduciary.

(2} In mortgages of one or more individuals or cor-
porations upon improved real estate, including improved
farm lands, sttuated within this Commonwealth securing
bonds or other obligations nsured by the Federal Hous-
g Administrator prior to the first day of July, one
thousand nine hundred and thirty-sevem, pursuant to
the provistons of Title two of the National Housing Act,
approved the twenty-seventh day of June, one thousend
wine hundred and thirty-four, or thereafter insured by
such administrator with like force and effect pursuant
to any amendment, revision or extension of the pro-
vistons of the sumid act. At the date of the investment in
any such mortgage, the said insurance thereon shall be
mn full force and effect.

(8) In the event that mortgages in which the moneys
of the morigage investment fund may be invested can-
not be obtained, any such moneys available for tnvest-
ment may be temporarily invested i the following
securities, bonds or obligations, either bearing interest,
or sold on a discount basis of the United States or the
United States Treasury, or those for the payment of the
principal and interest on which the faith and credit of
the United States is pleclged ncluding such bonds or
obligations of the District of Columbia, or in bonds or
other interest-bearing abhgatwns of the Commonwealth
of Pennsylvania, or those for payment of the principal
end interest on which the faith and credst of the Com-
monwealth is pledged. However, the amount invested in
such securities shall not exceed twenty per centum of the
total book value of all the assets contained in any such
fund, and as soon as mortgages in which the moneys of
the mortgage investment fund may be invesied can be
obtained, such securities shall be sold and the proceeds
wnvested in such mortgages.

C. No further investment of the moneys contained
in any such fund shall be made when the amount of cash
contained therein, excluding cash consisting of income,
shall be less than five per centum of the total amount of
all outstanding participations in the fund.

D. No wmortgage shall be acquired by the mortgage
investment fund wntil such mortgage has been reviewed
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by the board of directors of such bank and trust com-
pany or trust company, or by a duly authorized com-
mittee of such board, imcluding at least two members
thereof, and approved by the bourd or such committee
as a proper tnvestment for incluston in such fund.
Similarly no moneys of such fund shall be invested in
other securities uniil such board of directors, or such
committee thereof, has determined that no mortgages, i
which the moneys of the fund may be invested, can be
obtained, and has approved of the investment in such
securities as a proper investment of the moneys of such
fund. All such reviews and approvals of mortgages and
determinations and approvals of other investments shall
be recorded in the minutes of the meetings of such board
of directors, or of such commzitiee thereof.

E. The real estate wpon which each mortgage con-
tained in any such fund is secured, and any real estate
contained in the fund, except real estate secured upon
mortgages of ome or more indwiduals or corporations
securing bonds or other obligations insured by the Fed-
eral Housing Admanistrator prior to the first day of
July, one thousand nine hundred and thirty-seven, pur-
suant to the provisions of Title two of the National
Housing Act, approved the twenty-seventh day of June,
one thousand nine hundred and thirty-four, or there-
after insured by such administrator with like force and
effect pursuant to any amendment, revision or exten-
sion of the provisions of swid act, shall be appraised
at least once every three years by two reputable persons
appointed by the board of directors of such bank and
trust company or trust company familiar with real
estate values in the wvicinity where any such real estate
is situated, who shall actually have inspected such
real estate and shall so certify in such appraisement.
Any such appraisement shall be filed and preserved
among the records of the fiduciary.

Section 1109-3. Inmvestments of Fiduciary Funds tn
Mortgage Investment Funds—A. The total amount of
the funds of any one trust estate invested in @ mortgage
investment fund shall not exceed one thousand dollars
or two per centum of the total book value of all the as-
sets contained in any such morigage investment fund,
whichever amount is the greater. Such bank and trust
company or such trust company shall designate clearly
wpon its books and records the names of the estates the
funds of which have been invested in such fund, and the
total amount of the funds of such estates so invested. No
such estate shall be deemed to have individual owner-
ship of any mortgage, security or other asset contained
m any such fund, but shall be deemed to have an un-
divided interest in the fund, the incidents of such owner-
ship being as herein set forth.
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The bank and trust company or the trust company
may 1ssue g certificate of participation for every estate
on behalf of which such bank and trust company or
trust company as fiductary owns an undivided interest
in such fund. Such certificate shall state on its face
that it is issued without guarantee by the issuing bank
and trust company or trust company of the payment of
etther principal or interest, and that it will be paid only
when funds become available out of the bonds secured
by mortgages or out of the securities comprising the
fund. It shall also state any other smportant condition
covering such sttuation.

B. Such bank and trust company or such trust com-
pany may sell and transfer participations m any such
fund from one estate of which such bank and trust com-
pany or trust company is the fiduciary with any other
person or corporation to amy other such estate, or, in
order to make distribution, such participations may be
sold by a bank and trust company to its commercial de-
partment, which may, tm turn, resell the same to an-
other trust estate of which 1t is the fiduciary, but not
to any other corporation or person,

C. Euxzcept as herein otherwise provided, upon the ter-
mination of any trust estate the funds of which have
been tnvested in any such mortgage investment fund,
such estate or the benefictaries thereof shall be entitled
to receive in cash the total amount of the funds of such
estate invested m such fund with the tncome thereon de-
termined, as herein provided, to the date of such pay-
ment, but such income shall not be paid until the amount
thereof shall have been determined on the next account-
ing date, as herein provided. However in the event that,
upon the termination of any such trust estate, there shall
not be available sufficient cash to pay the amount of its
participation in the fund, such bank and trust company
or such trust company may issue withdrawal certificates
of participation in the fund for the amount of such es-
tate’s particvpation in the fund not paid in cash. Swuch
certificates shall state that they may be redeemed by
the mortgage investment fund at any time, and they
shall be so redeemed as soon as funds are available for
such purpose. Such certificate shall also state that it is
issued without guarantee by the issuing bank and trust
company or trust company of the payment of either
principal or wnterest, and that it will be paid only when
funds become available out of the bonds secured by
mortgages or out of the securities comprising the fund.
It shall also state any other important condstion cover-
ing such situation. Until redeemed, the owners of any
such withdrawal certificates shall be entitled to distribu-
tions of income from the fund, as herein provided. So
long as any such certificates are outstanding, no further
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tnvestments of the moneys contained in the fund shall be
made, and no new investment therein shall be made of
the funds of any estate of which such bank and trust
company or such trust company is the fiduciary, as here-
i provided. In the event any such mortgage investment
fund s closed and placed in liguidation, as herein pro-
vided, while any such withdrawal certificates are out-
standing, the holders thereof shall receive no prefer-
ences, but shall have the same rights as the owners of
other participations i such fund.

Section 1109-4. Management of Mortgage Investment
Funds.—A. A bank and trust compeny or o trust com-
pany maintaining a mortgage mvestment fund shall in-
vest and reinvest the moneys of such fund as herein pro-
vided, collect the income arising therefrom, and, at least
semi-annually, 1 shall determine the net income of the
fund during the period since the last determination
thereof.

B. Such bank and trust company or such trust com-
pany shall establish and maintain a reserve account as
an integral part of the fund. At the close of each earn-
ing period, if the total amount contained in such reserve
account is less than ten per centum of the total amount
of all outstanding participations in the fund, such bank
and trust company or such trust company shall transfer
to such reserve account out of net income of the fund
such amount as the bank and trust company or the trust
company, in its discretion, shall determine to be proper
under the circumstances, but the total of the amounts so
to be transferred to the reserve account during eny year
shall mot be less than one-half of one per centum nor
more than one per centum of the average of the total
amounts of all outstanding participations in the fund at
the close of each earning period.

C. The balance of the net income remaining after
transferring such part thereof to the reserve account, as
herein provided, shall thercupon be distributed among
the owners of the outstanding participations in the fund,
and the owners of withdrawal certificates of participa-
tion, in proportion to the amounts of their participations
and the pertod of time owned.

D. When any such mortgage investment fund shall
have acquired the real estate upon which any mortgage
contained in the fund was secured, either by the fore-
closure of any such mortgage or otherwise, such mort-
gage shall be removed from the fund’s mortgage account,
and the real estate so acquired shall be transferred to
the fund’s real estate account. Upon the subsequent sale
of any such real estate, the gain or loss shall be the
difference between the sale price and the value at which
such real estate was carried in the fund’s real estate ac-
count. Any such loss shall be charged against the reserve
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account and any such gain shall be credited to such re-
serve account.

E. Upon the sale of any security contained in such
fund, the bank and trust company or the trust company
shall determine the gain or loss thereon, being the dif-
ference between the sale price and the book value there-
of. Any such loss shall be charged against the reserve
account and any such gain shall be credited to such
reserve account.

Section 1109-5. Closing and Liguidation of Morigage
Investment Funds. — A. A mortgage investment fund
may be closed by a bank and trust company or a trust
company at any time by resolution of s board of di-
rectors, regularly adopted and duly recorded in the min-
utes of the meetings of such board of directors.

B. A mortgage investment fund shall be closed when
either of the following conditions exist:

(1) When the sum of the following items, less the
amount of the reserve account, exceeds ten per centum of
the total book walue of all of the assets confained in
any such fund:

(a) The total amount of unpaid principal of all mort-
gages contained in the fund wpon which any interest re-
mains due and unpaid for six months after such interest
became due and payable.

{(b) The total amount of unpaid principal of all mort-
gages contained in the fund which are secured upon
real estate wpon which taxzes have been levied and as-
sessed, which remain unpaid for siz months after such
taxes have beem, or could have been, certified as de-
linquent by the proper taxing authority.

(¢) The total amount of wunpaid principal of all
mortgages contained in the fund wpon which the un-
paid principal amount exceeds two-thirds of the last
appraised value of the mortgaged real estate, and such
unpatd principal amount has not been reduced by the
amount of such excess within siz months from the date
of such last appraisement.

(d) The total amount of the book value of all of
the real estate contained in the fund.

{e) The excess of the book value of any securities con-
tained in the fund over the current market value of
such securities.

In determining the sum of the foregoing ilems any
mortgage which could be included either in item (a),
(b) or (c¢c) shall only be included in one of such items,
and all mortgages securing bonds or other obligations
insured by the Federal Housing Administrator in which
moneys of such fund may be invested as herein pro-
vided, shall be excluded from the said items if the in-
surance on such mortgages is n full force and effect.

(2) When the total amount of unpaid principal of
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all mortgages contained in the fund wpon which any
gmortization payment remains due and unpaid for a
period of siz months efter such payment became due
exceeds twenty per centum of the total book value of all
the assels contained in such fund. However, when
amortization payments totalling tweniy-five per centum
of the principal amount secured by any such mortgage
have been made, such bank and frust company or such
trust company may permit the suspension of further
amortization payments for a period not exceeding two
years, and in such event, any such morigage during the
period of such suspension shall not be included in de-
termining the total amount of this item.

C. When a mortgage investment fund, created after
the effective date of this act, is closed as herein pro-
vided, no further investments therein shall be made,
and the bank and trust company or the trust company
shall file a petition for the liquidation of such fund in
the court which has theretofore exercised jurisdiction
over it, or tf no court has yet exercised such jurisdic-
tion, then in the court of common pleas or the orphans’
court of the county in which the principal place of
business of the institution is located. Such ‘petition
shall set forth the closing of such fund, the reasons
therefor, and other pertinent facts. Such notice of the
filing of such petition shall be given and such hearings
shall be had thereon, as such court may direct, and
such court shall thereupon determine whether the fund
should be liquidated, and shall either authorize such
liguidation or make such other order as 4t shall deem
necessary or adwvisable for the protection of all parties
tn tnterest.

If the court authorizes the liguidation of any such
fund, the bank and trust company or the trust company
shall continue to collect the income therefrom and to
determine and distribule the net income thereof semi-
annually, as herein provided, and when it shall have
accumulated sufficient funds available for the payment
of the principal of oulstanding participations and with-
drawal certificates of participation, it may, and when
such aceumulated funds equal ten per cenium of the
total amount of all such participations and certificates,
it shall distribute such funds among the owners of such
participations and certificates. All such distributions
of income and principal shall be made amonyg oll owners
of participations and withdrawal certificates of partici-
pation in the fund, as of the date such fund was closed,
in proportion to the amounts thereof, and in the case of
income, in proportion to the period owned. Upon final
liguidation, of all of the owners of such participations
and withdrawal certificates of participation have been
paid in full, and any funds remain undistriduted, in-
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cluding any balance in the reserve account, such funds
shall be regarded as principal, and shall also be dis-
tributed among the owners of such participations and
certificates in proportion to the amounts thereof.

D. When a mortgage investment fund has been
closed, either before or after the effective date of this
act, the bank and trust company or the trust company
or any other party in interest may petition the court
for an order directing the payment of all or a part of
any participation or withdrawal certificate of partici-
pation in advance, or on other than a pro rata basis in
cases of emergency or necessity, or by any such petition
may submit to the court a plan for the hiquidation of
the fund and the payment of such participations and
withdrawal certificates in any manner which may be
deemed mecessary or advisable under the circumstances.
Any such petition shall set forth all the pertinent facts,
and such notice of the filing thereof shall be given and
such hearings thereon shall be had, as the court shall
direct. Thereupon the court may direct such payment
or approve such plan or enter such order as it shall
deem fitting and proper under the circumstances, hav-
ing due regard for the protection of the owners of all
participations and withdrawal certificates of partici-
pation.

Section 1109-6. General Provisions. — Except as
herein otherwise specifically provided wn this act, the
provisions hereof relating to mortgage investment *
funds shall be applicable to any such fund hereafter
established and to any pool or fund conlaining mort-
gages heretofore established by any bank and, trust
company or trust company. Any such mortgage tnvest-
ment fund or paol or fund containing mortgages which
does not conform to the provisions of this act, shall be
closed, and mo further investments therein shall be
made, and, in the case of any such mortgage imvestment
fund hereafter established, such bank and frust com-
pany or trust company shall proceed to liguidate such
fund as provided in this act.
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Section 3. Effective Date~—This aet shall become When effective.

effective immediately upon final enactment.
AprproveED—The 5th day of June, A. D. 1937.
GEORGE H. EARLE

* “inventment” in the original.
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