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No. 1979-5

AN ACT

HB 153

Establishingthe PennsylvaniaSavingsAssociation InsuranceCorporationand
providing for its powersand duties.
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The GeneralAssemblyof the Commonwealthof Pennsylvaniahereby
enactsas follows:
Section 1. Definitions.

Thefollowing wordsandphraseswhenusedin thisactshallhave,unless
the contextclearly indicatesotherwise,themeaningsgivento them in this
section:

“Association.” Any building, savingsor savingsandloanassociation
organizedunderthe laws of this CommonwealthandanyFederalsavings
andloanassociationincorporatedpursuantto the Federalactof June13,
1933 (48 Stat.128),known as the “Home Owners’ Loan Act of 1933,”
which hasits principal office in this Commonwealthand75%of its total
assetsinvested in this Commonwealth.

“Corporation.” The PennsylvaniaSavings Association Insurance
Corporation.

“Directors” or “board of directors.” The Board of Directorsof the
PennsylvaniaSavingsAssociationInsuranceCorporation.

“Savingsaccount.” Any sumof moneydepositedwith an association
in exchangefor a promisetopayinterestor earningsto or for theaccount
of the depositors.
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Section2. PennsylvaniaSavingsAssociationInsuranceCorporation.
A nonstock,nonprofit corporationis herebycreated,which shall be

known as the PennsylvaniaSavingsAssociationInsuranceCorporation
and the membersof which shall be certain eligible associationsof this
Commonwealthas defined in section 1. Exceptas otherwiseprovided in
thisact,thecorporationpossessesall thepowers,privilegesandimmunities
which now are or hereaftermay be conferredon corporationsby the
General Corporation Law applicable to corporations organized
thereunder.
Section3. Purposesand powers.

(a) Purposes.—Thepurposesof the corporationare to promotethe
elasticityandflexibility of theresourcesof memberassociations,to provide
for the liquidity of suchassociationsthrougha centralreserveiundandto
insurethe savingsaccountsin such associations.

(b) Powers.—Infurtheranceof thesepurposesthe corporationhasthe
following powers:

(I) To providefor theliquidity of memberassociationsthroughthe
creationof a central reservefund for the purposeof making loansto
memberassociations.The centralreservefund shallnot be subjectto
payment of insurance claims against the corporation by member
associationsor their accountholdersor otherwise.

(2) To insurethe savingsaccountsin memberassociationsthrough
the creation of a centralinsurancefund, which fund shall consistof
capitalcontributionsby eachmemberin an amountequalto not less
than 2% of the total savingson depositwith eachmember.

(3) To borrowmoneyandotherwiseincurindebtednessforany-o-fits
purposes;to issue its bond, debentures,notes or other evidencesof
indebtedness,whethersecuredorunsecured,therefor;andto securethe
sameby mortgage,pledge,deedof trustor other lien on its property,
rights and privilegesof every kind andnatureor any part thereof.

(4) To lend moneyto, and to guarantee,endorseor actassuretyon
the bonds, notes,contractsor otherobligationsof or otherwiseassist
financially, any memberassociation;and to establishandregulatethe
terms and conditions with respectto any such loans or financial
assistanceand the chargesfor interestandserviceconnectedtherewith.

(5) To purchase,receive,hold, leaseorotherwiseacquireandto sell,
convey,mortgage,lease,pledgeor otherwisedisposeof, uponsuchterms
andconditionsas its boardof directorsmay deemadvisable,realand
personalproperty, togetherwith such rightsand privilegesas may be
incidentaland appurtenanttheretoand the usethereof,including, but
not restricted to, any real or personalproperty acquired by the
corporationfrom timeto timein thesatisfactionofdebtsoren-foreement
of obligations.

(6) To investanyof its funds,uponproperauthorizationthereofby
the boardof directors,in any of the following:

(i) Cashor depositsin checkingor savingsaccounts,or under
certificatesof depositin NationalorStatebankinginstitutions,to the
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extent that such accounts are insured by the Federal Deposit
InsuranceCorporation.This conditionregardingFederalinsurance
shall not apply to investmentsin certificatesof depositwhen such
conditionwould resultin alowerinterestratethanwould otherwisebe
available.

(ii) Savingsaccountsin associationsto the extent that such
accountsare insured by the FederalSavingsand Loan Insurance
Corporation.

(iii) Interestbearingbonds, notes,certificatesof indebtedness,
bills or otherobligationsof theUnited States,anystateortheDistrict
of Columbia, or of any commission, instrumentality, agency,
authorityorpolitical subdivisionof the UnitedStates,anystateor the
District of Columbia,having legal authority to issuethe same.

(iv) Interest bearing bonds, notes or other interest bearing
obligationsof any corporationcreatedor existingunderthe lawsof
the United States,any stateor the District of Columbia.

(v) Dividend payingstocksor shareshaving readily marketable
valuesof any corporationcreatedor existingunder the laws of the
United Statesor of anystate.Theboardof directorsmay not invest
morethan 10% of its totalassetsin suchstocks,nor morethan3% of
its total assetsin the stock of any onecorporation.

(vi) Loans secured by first mortgages or deedsof trust on
otherwiseunencumberedfee simplerealestateor improvedleasehold
propertyin this Commonwealth.

(vii) Ground rentsin this Commonwealth.
(viii) Collateral loans secured by pledge of any security

hereinabovenamed.
(ix) Direct loans to memberassociationsunder the terms and

conditionsestablishedthereforby the boardof directors.
(7) To exerciseall othercorporatepowersgrantedby generallaw to

corporationsin this Commonwealthwhich arenot inconsistentherewith
andwhich arenecessaryor appropriateto the purposeshereof.
(c) Accumulatedearnings.—Theearningsshallbeaccumulatedby the

corporationandno partthereofshallbe returnedto memberassociations.
Theprovisionsof this subsectionshallnotprohibit thepaymentof interest
by the corporationto memberassociationswhich have madedeposits,
loansor advancesto the central reservefund.
Section4. Boardof directors.

(a) Directorselected by memberassociations.—AI1of the corporate
powers of the corporationshall be exercisedby a board of directors,
composedof 11 memberswho initially shallbeappointedby theGovernor
within 60 days of the effective dateof this act with the advice of the
Secretaryof Banking, andwho shall serveuntil thefirst annualmeeting.
After a minimum of 25 - associationshave become membersof the
corporation,the first annualmeetingof thecorporationshallbeheld,and
thememberassociationsof the corporationshallelecteightdirectors,each
of whom shall be a registered voter of and shall reside in this
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Commonwealth.Of thedirectorselectedat thefirst annualmeeting,three
shallbeelectedfor termsof two yearseach,threeshallbe electedfor terms
of threeyearseachand two shallbeelectedfor termsof four yearseach,and
thereafterall terms shall be for four yearseach.

(b) Directors appointed by Governor.—In addition to the eight
directorselectedby thememberassociationsasprovidedinsubsection(a),
the Governorshall, with the adviceof the Secretaryof Banking,appoint
threedirectorsof the corporation,onefor a term of two years,onefor a
term of threeyears and one for a term of four years.The terms shall
commenceon the dateof the first annualmeetingof the corporation,and
thereafterall termsshallbefor fouryears.Any directorsoappointedshall
be a registeredvoter of and shall residein thisCommonwealth.

(c) Vacancies.—Ifany vacancyoccurs in the membershipof any
director elected by the membersof the corporation, through death,
resignationor otherwise,the remainingdirectorsshallwithin 60dayselect
a personto fill the vacancyof theunexpiredterm.Any vacancyoccurring
in the term of director appointedby the Governorshall be filled by the
Governorwithin 60 days,with theadviceof the Secretaryof Banking,for
the unexpiredterm. Upon the expirationof the termof anydirector, the
directorshipshall remain vacantuntil his successorhasbeenelectedor
appointedand hasqualified. In no caseshall a director whoseterm has
expiredcontinueto serveunlesshe is reelectedor reappointedto a new
term and hasqualified.

(d) Quorum.—Sixmembersof the boardof directorsareaquorumat
any meetingthereof.

(e) Voting.—In the election of directorsand in voting on any other
matterlegally to comebeforea meetingof the corporation,eachmember
associationof the corporation has one vote, to be cast by a delegate
authorizedto actby thatassociation.A delegatemaynotvoteon behalfof
morethan onememberassociation.A majorityof the votesso castshall
electdirectorsor determineany questionput to avote.

(0 Compensation—Thedirectorsof thecorporationmayreceivesuch
reasonablecompensationfrom the funds of the corporationas may be
determinedby the boardof directors.

(g) Surety bondsof officers and employees.—Thedirectorsof the
corporationshall fix the amountof the suretybondsof the officers and
employeesof the corporationconditionedupon the faithful performance
of their duties,as provided in the bylawsof the corporation.
Section5. Qualificationsfor membershipin corporation.

(a) Generalrule.—
(1) The membership of the corporation consists of those

associations:
(i) the quality andsoundnessof whosefinancialaffairs,solvency,

managementanddirectorshiphavebeencertified to thecorporation
in an expeditious manner,as approved for insuranceof savings
accounts,by the Secretaryof Banking; and
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(ii) which have thereupon filed a formal application for
membershipacceptedby the board of directors,which acceptance
shallnotbedeniedexceptfor goodcauseshownregardingthequality
and soundnessof their financial affairs, solvency, managementor
directorship.
(2) The corporation may accept an applicant for membership

subject to the impositionof certainconditionsconcerningthe quality
andsoundnessoftheapplicant’sfinancialaffairs,solvency,management
anddirectorship.

(3) Subject to the conditionsset forth in paragraphs(I) and (2),
every associationof thisCommonwealthmay becomea memberof the
corporationandmay investin andpaysuchassessments,premiumsand
otherchargesas may be requiredfor participationin the corporation.
Membershipin thecorporationisfor the life of thecorporation,subject
to the bylaws,rulesand regulationsof the corporation.
(b) Withdrawal.—Anymembermay withdraw from the corporation

upon written notice given one year in advanceof the intendeddateof
withdrawalanduponcomplyingwith thebylaws,rulesandregulationsof
the corporation.
Section 6. Exchangeof information.

The lawsof thisCommonwealth,includingbutnot limited to theact of
May 15, 1933 (P.L.565,No.111), knownas the“Departmentof Banking
Code,” shall be construedandappliedso asnot to preventan exchangeof
information relating to associationsand their business,betweenthe
Secretaryof Banking and representativesof the corporation. Any
documentor information suppliedto the corporationby theSecretaryof
Banking shall be kept confidential unless the Secretaryof Banking
specifically specifiesotherwise,andviolation of suchconfidentialityshall
subjectthepersonnelof thecorporationto thesamesanctionstowlüch the
Secretaryof Bankingwould besubjectunderthe “Departmentof Banking
Code.”
Section 7. Faith or credit of Commonwealthnot pledged.

Underno circumstancesis the faith or credit of theCommonwealthof
Pennsylvaniapledgedherein.
Section 8. B~’laws,rules andregulations.

(a) Generalrulesand regulations.—Within60 daysof its appointment
and before the acceptanceof the membershipof any associations,the
board of directors shall promulgate, subject to the approval of the
Secretaryof Banking, such bylaws, rules and regulationsas may be
necessaryandproperto carry out the provisionsof thisact andasarenot
inconsistentwith this act.Thereafter,the bylaws,rulesandregulationsso
adoptedmay be amendedor revokedby the boardof directorsandwill,
upon approvalof the Secretaryof Banking becomeeffectiveupon their
adoption.Therulesand regulationsshallestablisha limit on theamountof
insurancewhichmay be providedfor eachseparatesavingsaccountof an
association;and this limit shall be the amount of prevailing insurance
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availablefrom the FederalSavingsandLoan InsuranceCorporationor its
successorinstrumentalityfrom time to time.

(b) Internal rulesand regulations.—Theboardof directorsshallhave
the power to adopt such bylaws, rules and regulationswhich may be
necessaryfor the internaloperationsof the corporation.
Section9. Corporationor memberassociationsnotsubjectto insurance

laws.
Neitherthe corporation,the memberassociations,nor thosepersons

owningsavingsaccountsthereinaresubjecttotheprovisionsofanyiawsnf
this Commonwealthconcerning insuranceby reasonof participation
hereinexcept that the provisions of section641, act of May 17, 1921
(P.L.789, No.285), known as “The InsuranceDepartmentAct of one
thousandnine hundredand twenty-one,”shall continueto apply.
Section 10. Liability of officer or director upon contracts.

No officer or directorof thecorporation,whetherappointedor elected,
is personallyliable upon anyof its contractslegally enteredinto on behalf
of the corporationunlessthe sameby its termsshallexpresslyobligatehim
or them.
Section Il. Perpetuallife of corporation.

The life of the corporationis perpetual.
Section 12. Exemptionfrom taxation.

Thecorporationis exemptfrom all specialandordinarytaxesandfrom
documentarystampand transfertaxesimposedby thisCommonwealthor
any political subdivision thereof.
Section 13. Application for membership.

(a) Applicationsbeforeorganizationof board—All applicationsfrom
associationsfor membership received by the corporation prior to
appointmentandorganizationof the boardofdirectorsshall-bereferredto
the Secretaryof Banking.The Secretaryof Banking shall examinethe
affairsof all suchapplicantsandasa resultthereofifhe finds:the:appiwar~ts
to meet the qualifications for membershipin the corporationset forth
hereinundersection5, he shall so certify them.Thecorporationshall not
extendthe benefitsto beaccordedto memberassociationstoanyapplicant
until:

(1) it has received the report and recommendationas provided
herein from the Secretaryof Bankingas to suchapplicationsso filed
prior to appointmentandorganizationof theboardof directorsandhas
actedthereonin accordancewith section 5; and

(2) it has acceptedfor membershipa minimumof 25 associations
havingsavingsaccountsin the aggregatetotal of at least$25,000,000.
(b) Applicationsafter organizationof board.—All applicationsfrom

associationsfor membershipreceivedby the corporationsubsequentto
appointmentand organizationof the boardof directorsshall be madeto
the corporation. The corporation shall then refer this preliminary
applicationto theSecretaryof Bankingwithin 30 daysof receiptthereoff~r
action inaccordancewiththerequirementssetforth hereiniurrdersectiun5.
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Section14. Functionsof Secretaryof Banking.
(a) Requiringcorporationto dischargeits obligation.—Inthe eventof

the refusalof thecorporationtocommitits fundsorotherwiseto actfor the
protectionof depositorsof anymemberassociationofthecorporation,the
Secretaryof Bankingmayapply totheCommonwealthCourtforanorder
requiringthecorporationto dischargeits obligationunderthisactandfor
such other relief as the court may deemappropriateto carry out the
purposesof this act.

(b) Examinations and inspections; reports.—The Secretary of
Bankingmaymakesuchexaminationsand inspectionsof thecorporation
andrequirethecorporationtofurnishhimwith suchreportsand~ecords~r
copiesthereofas the Secretaryof Banking may considernecessaryor
appropriatein thepublic interestor to effectuatethe purposesof this act.
As soonas practicableafterthe closeof eachfiscal year,the corporation
shall submit to the Secretaryof Bankinga written report relativeto the
conductof its businessand the exerciseof the other rights andpowers
grantedby this act, during such fiscal year. Such report shall include
financialstatementssettingforth thefinancialposition of thecorporation
atthe endof suchfiscal yearand theresultsof its operations,includingthe
sourceand applicationof its funds, for such fiscal year. The financial
statementsso included shall be examined by an independentpublic
accountant,or firm of independentpublic accountants,selectedby the
corporationand satisfactory to the Secretaryof Banking,and shall be
accompaniedby the report thereonof suchaccountantor firm.
Section 15. Filing certificateof commencementof business.

After thefirst meetingof theboardofdirectors,acertificateshallbefiled
by the boardof directorswith the Departmentof Statecertifying that the
corporation has commencedbusinessas provided in this act. Such
certificateshall be conclusiveevidencethat businesswas begun.
Section 16. - Terminationof existenceof corporation.

If thecorporationfails to insuresavingsaccountsby January1, 1981,its
existenceterminatesat that timewithout further action by the General
Assembly and the Governor,the provisionsof this act thenare null and
void and shall expire on January1, 1981.
Section 17. Effective date.

This actshall takeeffect in 60 days.

APPROVED—The6th day of April, A. D. 1979.

DICK THORNBURGH


