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[SECOND OFFICIAL COpy REPRINT] 

ASSEMBLY, No. 2118 

STATE OF NEW JERSEY
 

INTRODUCED OCTOBER 6, 1980
 

By Assemblymen BORNHEIMER, BURSTEIN, VAN WAGNER,
 

KARCHER, MAYS, T. GALLO, HURLEY, KAVANAUGH, 

SMITH, LITTELL and ORECHIO 

Referred to Committee on Banking and Insurance 

AN ACT to amend the "Savings and Loan Act (1963)," approved 

August 30, 1963 (P. L. 1963, c. 144) and repealing section 150 of 

P. L. 1963, c. 144. 

1 BE IT ENACTED by the Senate and General Assembly of the State 

2 of New Jersey: 

1 1. Section 48 of P. L. 1963, c. 144 (C. 17 :12B---48) is amended to 

2 read as follows: 

3 48. Specific powers. 'Without limiting the generality of the fore­

4 going, every association shall have power to: 

(1) Have succession by its corporate name for the period limited 

6 in its charter or certificate of incorporation, and when no period is 

7 limited, perpetually. 

8 (2) Sue and be sued in any court. 

9 (3) Adopt and use a corporate seal and alter the same. 

10 (4) Purchase and otherwise acquire, hold, mortgage, pledge, 

] 1 lease, exchange, sell, convey and otherwise dispose of, any real and 

12 personal property, necessary or incidental to its operations and 

13 consistent with its powers and purposes. 

14 (5) Insure its members' accounts with Federal Savings and Loan 

15 Insurance Corporation, and comply with conditions necessary to 

16 obtain and maintain such insurance. 

17 (6) Become a member of or stockholder in a Federal Home Loan 

18 Bank and to that end to comply with all conditions of membership 

19 therein. 

20 (7) Act as agent for the United States or the State of New 

21 Jersey or any instrlIDlentality of either of them, when designated 

22 for that purpose, and perform such reasonable duties as such agent 

23 as may be required of it. 
EXPLANATION-Matter enclosed in bold·faeed braekets [thns] in the above bill 

is not en8eted and is intended to he omitted in the law. .. 
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24 (8) Join any cooperative league organized for the purpose of 

25 protecting and promoting the welfare of associations and their 

26 members and comply with all conditions of membership therein. 

27 (9) Borrow money from any source in or out of the State, on the 

28 note, bond and mortgage or other obligation of the association 

29 upon such terms and conditions as the board may from time to time 

30 prescribe by resolution adopted by at least a majority of all the 

31 members of the board and duly recorded on the minutes and to 

32 pledge, assign or transfer mortgages, owned by the association 

33 and the obligations secured by such mortgages, together with the 

34 shares, if any, pledged as collateral security therefor, or an:v real 

35 or other personal property, as security for the repayment of money 

36 so borrowed. No association shall borrow money if by doing so the 

37 aggregate of its indebtedness for borrowed money other than to the 

38 Federal Home Loan Bank will exceed 20% of its capital, except 

39 with the approval of the commissioner. 

40 (10) (Deleted by amendment.) 

41 (11) Require an advance payment of interest for a period of 1 

42 month on any loan; and accept advance payments of interest, if 

43 made at the option of the debtor, for any period on any loan. None 

44 of such payments shall be deemed usurious. 

45 (12) Where shares are issued, charge an admission fee, not to 

46 exceed $0.25 per share, which shall include the cost of membership 

47 or share certificate and account book. 

48 (13) Impose charges upon a member for failure to make any pay­

49 ment to the association when due, but only as provided in this 

50 paragraph. Where the association issues installment share accounts 

51 it may impose such charge upon any member holding such au 

52 account or any borrower upon a sinking fund mortgage not in 

53 excess of 1% a month upon the amount in arrears, except for the 

54 first month's arrearage or the amount by which such first month's 

55 arrearage lllay be increased by subsequent arrearage in which case 

56 a charge not in excess of 5% may be imposed. Such charges shall 

57 be subject to the further limitations that no such charge shall be 

58 deducted from any amount actually paid by a member upon an 

59 account nor shall the total of any such charges against any account 

60 in any fiscal year exceed the amount that may be charged for 

61 failure to make any payments for a 6-month period nor shall any 

62 charge for default be made on a charge for default. Otherwise an 

63 association may impose a charge for failure to make any required 

64 payment to it when due upon any loan or contract for the resale of 

65 real estate to a member not to exceed 4% of the amount of each 

66 payment in arrears but no more than one such charge may be made 
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67 with respect to anyone payment in arrears. An association may 

68 impose a reasonable service charge against any member who 

69 tenders to such association, for collection or as payment, a check or 

70 other instrument of any type which subsequently is not honored 

71 by the institution or person upon which such check or other instru­

72 ment is drawn. None of such eharges shall be deemed usurious. 

73 (14) Compute interest upon any direct reduction loan, on 

74 designated payment dates, and add the same to the unpaid balance 

75 of such loan. 

76 (15) Act as agent for any person where such agency will further 

77 the interests of the association and its members, subject to such 

78 limitations as may be prescribed by the commissioner. 

79 (16) Upon application to and approval by the commissioner, to 

80 act as custodian or trustee within the contemplation of the Federal 

81 Self-Employed Individuals Tax Retirement Act of 1962, as amended 

82 and supplenwnted, and the Employee Retirement Income Security 

83 Act of 1974 as amended and supplemented, and as custodian, trustee 

84 or manager of any such investment fund the authorized invest­

8;-) ments of which include, but Heed not be limited to, savings accounts 

86 or real estate loans, and the beneficial interests in which may be 

87 represented by transferable shares or certificates. Associations 

88 exercising the powers authorized by the subsection shall segregate 

89 aU funds held in such fiduciary capacities from the general assets 

90 of the association and shall keep a separate set of books and records 

91 showing in detail all transactions made under authority of this 

92 subsection. If individual records are kept for each self-employed 

93 individual's retirement plan and each such investmellt fund, then 

D4 all such funds held in such fiduciary capacities by an association 

9t> may be commingled for appropriate purposes of investment. No 

96 fUllds held in such fiduciary capacities shall be used by an associa­

D7 tion in the conduct of its business; however, such funds may be 

98 invested in savings accounts of the association in the event that the 

99 custodial, trust or other plan does not prohibit such investment. 

100 In granting or refusing the association's application the commis­


101 sioner shall take into consideration the investment policies, amount,
 

102 type aTld adequacy of reserves, fidelity bonds and any legally re­


103 quired deposits of the applicant and other pertinent facts and
 

104 circumstances.
 

105 (17) Upon compliance with subsection (5) of this section, accept
 

106 from its members accounts to be repaid upon such terms, not in­


107 consistent with this act, as are approved by the Commissioner of
 

108 Banking, by regulation or otherwise, provided that no account shall
 

109 exceed the limitations established by section 78 of P. L. 1963, c. 144
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110 (C. 17 :12B-78), and provided further that no account shall be 

111 accepted or issued in the name of any corporation, association or 

112 partnership or in the name of any individual for use in trade or 

113 business. An association issuing such accounts may honor demands 

114 for withdrawal of such accounts in the form of negotiable checks, 

115 drafts or orders in the form of electronic fund transfers and may 

116 become a member of a clearing facility and satisfy reasonable con­

117 ditions required for its qualification and pay reasonable expenses 

118 therefor. Such accounts Illay be either interest-bearing or nOll­

119 interest-bearing; provided, however, that the payment of interest 

120 on such accounts be permitted by Federal law. An association 

121 accepting accounts pursuant to this subsection shall, at all times, 

122 maintain reserves against such accounts as shall be prescribed in 

123 regulations issued by the commissioner in accordance with the 

124 "Administrative Procedure Act," P. L. 1968, c. 410 (C. 52 :14B-1 

125 et seq.) but such reserves shall be equal in nature and amount to 

126 those required of savings banks in this State against similar 

127 accounts. Such reserves shall be maintained in cash or deposits in 

128 one or more reserve depositories as authorized by the Commissioner 

129 of Banking. Regulations of the commissioner may also provide that 

130 associations issuing such type of accounts maintain a general 

131 reserve account, Federal insurance reserve account and undivided 

132 profits of specified minimum amounts and provide for minimum 

133 standards of office facilities in connection therewith. An insured 

134 association may impose a reasonable service charge for providing 

135 and maintaining such accounts for the benefits of its members. 

136 (18) Issue credit cards, extend credit in connection therewith, 

137 and otherwise engage in or participate in credit card oper-ations 

138 subject to such regulations as the commissioner may prescr'ibe. 

139 Any such regulations shall be in s~",bstantial conformity with similar 

140 ntles and regulations of the Federal Home Loan Bank Board. 

141 (19) (a) Apply to the commissioner for permission to act as 

142 trustee, executor, administrator, gttardian, or in any other fiduciary 

143 capacity in which "'[State banks, t1'ust companies,]'" Federal sav­

144 ings and loan associations doing business in this State, "'[or other 

145 corporations which come into competition with associations]'" aTe 

146 permitted to act "'[under the laws of this State]"'. Associations 

147 exercising any 01' all of the powel'S enumerated in this section shall 

148 segregate all assets held in any fiduciary capacity from the general 

149 assets of the association and s1u1ll keep a separate set of books and 

150 records showing in proper detail all transactions engaged in under 

151 authority of this section. No association shall receive in its trust 

152 department deposits of current funds subject to check or the deposit 
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153 of checks, drafts, bi.lls of rxchange, M other items 101' collection 

154 OJ" e,T,change pttrposes. F1J,nds deposited or held in trust by the 

155 association, awaiti.nginvestment shall be carried in a separate 

156 account and shall not be ttsed by the associationvn the conduct of 

157 its business 1,mlessit shall first set aside in the tntst deparflnent 

158 United States bonds or other securities app'l'ovcd by the commis­

159 sioner. In the event of the failure of such association, the owners 

160 of the funds held ·in tntst for investment shall ha1'e a lien on the 

161 bonds 01' othe1' secu'l'ities so set apart in addition to their claim 

162 against the estate of the association. Whenever the laws of this 

163 State require corporations acting in a fidttC'iary capacity to deposit 

164 secu1'ities with the State authorrities for the protection of private or 

165 court trusts, associations so acting shall be required to make simila1' 

166 deposits and securities so deposited shall be held f01' the protection 

167 of p"'ivate or C01,trt trusts, as provided by New ,Jersey law. Associa­

168 tions in, such cases shall not be reqttired to exec7tfe the bond 1tsually 

169 requi1'ed of individ7tals if New ,Jersey c01'porations under similar 

170 ci1'c7fJmstances are exempt from th1:s reqnirement. Associati01ls 

171 shall have power to execute sttch bond when so required by the laws 

172 of New Jersey. In any case in which the laws of this State require 

173 that a corporation acting as trustee, executor, adn2inistratM, or 

174 in any capacity specified in this section. shall take an oath or make 

175 an affidavit, *[the president, vice p1'esident, cashier, or trust]* 

176 ·any'" officer*, as defined in section 65 of P. L. 1963, c. 144 (G. 

177 17 :1.2B-65) '" of su,ch association may take the necessary oath or 

178 execute the necessary affidavit. It shall be nnlawful for any associa­

179 tion to lend any officer, directo1', or employee any funds held in 

180 trust 7mder the powers conferred by this section. Any officer, 

181 director, or employee making such loan, or to whom such loan is 

182 made, may be fined not more than $5,000.00, or imprisoned not mMe 

183 than 5 years, 01' may be both fined and imprisoned, in the discretion 

184 of the conrt. In passing upon applications for permission to exe1'­

185 cisc the powers en1fJmerated in this section, the commissioner may 

186 take in.to consideration the amount of capital and surplns of the 

187 applying association, whether or not such capital and s1wplus is 

188 sufficient unde1' the circumstances of the case, the needs of the com­

189 mnnity to be served, and any other facts and circ'umstances that 

190 seem to "'[it]· "'him'" proper, and may grant or refuse the applica­

191 tion accordingly, except that U[no pennit shall he iss1ted]** **ap­

192 proval shall not be granted" to any association hal'ing a capita! 

193 and su.rplus less than the capital and su'rplus req1lired by New 

193A ,Jersey laU' of State banks, trust companies, and c01']Jorations 

193B exercising snch powers. 
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194 (b) Any association desiring to surrender its right to exerczse 

lf15 the powers granted under this section, in ordet' to relieve itself of 

196 the necessity of cOlnplying with the req'nirements of this section, 

197 01' io ha1)(~ returned to if; any securities which it may have deposited 

198 with the State authMities tor the protection of private or court 

19~) trusts, or for any other pnrposc, may file with the commissioner a 

200 certified copy of a resolutio11 of -its board of directors signifying 

201 s11,ch desil'e. Upon receipt of such resolution, the commissioner, 

202 after satisfyi-ng himself that s1wh association has been relieved in 

203 acc01"dance with State law of all duties as ttOustee, executor, 

204 administrat01', guardian or othe-,. fiducim'y, under court, private or 

205 othel' appointments previously accepted under authority of this 

206 section, may in its discretion, iss1le to such association a certificate 

207 certifying that such association is no longer authorized to exercise 

208 the powers gmnted by this section. Upon the issuance of such a 

209 cert-ificate by the commissioner, such association (i) shall no longer 

210 be subject to the provisions of this section or the regulations of the 

211 commissioner made pursuant thereto, (ii) shall be entitled to have 

212 ,returned to it any securities which it may have deposited with the 

213 State authorities for the protection of private or court trusts, and 

214 (iii) shall not exercise thereafter any of the powers granted by 

215 this section without first applying for and obtaining **[a new pe-i'­

216 mit]*'" **approval** to exercise such powers pursuant to the pro­

216A visions of this section. 

217 (c) The commissioner is authorized and empowered to promul­

218 gate such l'egulations as he may deem necessary to enforce com­

219 pliance with the provisions of this section and the pl"Oper exercise 

220 of the trust powers granted by this section. Any such regulations 

221 shall be in substantial conformity with similar rules and regula­

222 tions of the Federal Home Loan Bank Board. 

223 (.20) *[Issue]· *In accordance with rules and regulations prom­

224 ulgated by the commissioner, issue* and sell directly to subscribers 

225 or through underw-riters mutual capital certificates. Such certifi­

226 cates. Such certificates shall constitute part of the general reserve 

226A and net worth of the issuing association. Such certificates­

227 (a) Shall be subordinate to all savings accounts, savings certifi­

228 cates, and debt obligations; 

229 (b) Shall constitute a claim zn liquidation on the general l'e­

230 serves, surplus, and undivided profits of the association remaining 

231 after the payment in full of all savings accounts, savings certifi­

232 cates, and debt obligations; 

233 (c) Shall be entitled to the payment of dividends; and 

234 (d) May have a fixed or variable dividend rate. 
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235 The commtsswner' is author'ized and empowered to promulgate 

236 such regulations as he may deem necessar'y with respect to the 

237 powers granted by this section. •Any s'uch regulations shall be in 

237A substantial conformity with similar rules and regulations of the 

237B Fedeml Home Loa'/'/, Bank Board.* The commissioner shall provide 

238 in his r'eglllations for charging losses to the mutual capital certi/i­

239 cate, reserves, and other net worth accounts. *[Any such regula­

240 tions shall be in sl,/;stantial conto'rmity with similar mles and 

241 regulations of the Feder'al Home Loan Bank Board.]* 

242 *(21) If authorized by r"cgulation of the commissioner", ea;eTc'isc 

243 any power, right, benefit, or privilege pc'rmitted to Federal associa­

244 tions, pr"ovided that slwh pou)er, right, benefit or privilege is not 

245 contrar'y to lau:.8uch regulation shall be in sltbstantial conformit7/ 

246 with similar- r'ules and r'egulations of the Federal Home Loan Bank 

247 Board." 

1 2. Rection 69 of P. L. 196~, c. 144 (C. 17:12B-69) is amended to 

') 1'(,ad as fo11ows: 

3 69. Loans to officen;, directors, attorneys or employees. [No loan 

4 sha11 be made by any] *[A] * *In accor'dance with rules and Tegula­

5 tions promnlgated by the Federal Savings and Loan Insurance 

6 U[(;orpoation]** """Corporation""", a* State association may make 

7 aT pllrchase any loan lchichit is other'wise author"ized by la'w to' 

8 make or fJurchase to M' from any officer, director, attorney, [or] 

9 employee, 01 an;!! affiliated person of such State State association.[, 

10 nor upon the security of any real estate which is owned by a cor­

11 poratioll or partnership of which he is a stockholder or member, or 

12 in the ownership of which he has an~! direct or indirect legal or 

13 equitahle interest, except a mortgage loan made for the financing' 

14 of the home of such officer, director, attorney or employee, or an 

15 acconnt loan, or a loan the proceeds of which are used to pay tIle 

Hj cost in whole ori 11 part of repairing, altering, improving or l'P­

17 habilitating' the home of such officer, director, attorney or employee, 

18 which may he made under the provisions of sections 154, 156 or 157 

19 of this act.] *[N0 such association or any affiliate theTcof may, 

20 either dir'ectly orindi'rectly, make a loan to any di'rector or officer' 

21 of the association or to any affiliated person of such association, 0'1" 

22 purchase any such loan, llnles8 the terms and conditions of the loa//, 

23 (including but 'not lim.ited to inte1"est rate, rnaturity and collateral) 

23A are comparable to those ter-rns and conditions then prevailing for 

23B for a comparable loan to a nonaffiliated person. 

24 Par' purposes of this sect'ion, the following terms shall have the 

25 following m,eanings: 
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26 "Affiliate" means a rorporattoll, association, lJartnership or any 

27 type of bnsiness or,r;anization whatsoe1H!'f" , in which the association 

28 owns at least 20% of the outstanding comrnon stock unless the 

29 association can r'ebId the ]J1'es1l'lnption of th" exercising of sirrni­

30 licant injluencp. 

31 "Affiliated person" means fhp fol101l'i1!q: 

32 1. Any corporat'im/. or or!fani;zation (other thaH the assoc1:ation 

33 01' ama,iority-owned sl~1Jsidiar::/ of thr association) of which snch 

34 person is an office'l' OJ' ]JartJuy or is directly or indi'rectly, either 

35 alone or to[Jp.ther v;ith one or rnore members of his immediate 

36 family, the beneficial owner of 100/0 or mOTe of any dass of equity 

37 semtrities; 

38 2. Any b'ust 01' other p.state in which such person has a substantial 

39 beneficial interest or as to which SItch peTson SPTves as a tntstep 

40 or in a sirnila'r fiducia'ry capacity; 

41 3. A spouse of a diTectM' 01' ",('.1110'1' of!icpr of the association 01' an 

42 afjil'iate of the associatioll; 

43 4. A member of the irnmediate family of a dir'eciM 01' semor 

44 ofjicer of an association 0 r an affiliate of an a.'sociat/:on; 

45 "Immediate family" of any nahtral pC7'son meaus the following 

46 (whether by the fuJl or' half blood or by ad01Jtion): 

47 1. Such person's sponse, father,lnother, childlen, brothers, sisters 

48 and grandchildren; 

49 2. The father, mOfher, brothers and sisteTs of such person's 

50 spouse; and 

51 3. The sponse of a child, b'rother or sister of SItch person. 

52 "Office''''' 1neans the pTesident, any 1!ice-pn:sident, thp secretary, 

53 the treasurer, the COlnl)fToller, and any other person who pai'tici­

54 pates in major policy-making functions of the association.]· 

1 ::t Section 78 of P. L. 1963, c. 144 (C. 17 :12B-78) is amended to 

2 read as follows: 

3 78. Limitation upon accounts. No savings member shall hold 

4 au account or accouuts in anyone State association with an aO'<TO're­
.. <:'!nb -' 

gate participation value exceeding $20,000.00 or 1% of the capital 

6 of the State association, whichever is greater: [but ill no casE' in 

7 excess of $150,000.00;] provided, however, that such limitation shall 

8 not apply to­

g (a) An account or deposit held as provided III section 80 or 

10 section 241 of this act: or 

11 (h) All account or deposit which is pledged as security for the 

12 repayment of money due such State associatiOll; or 

13 (c) An installment share account", 01' any acco-unt opened as 

13A the reS1tlt of the maturity of an installment sha1'e account"; or 
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14 (d) An account, or deposit other than all installment share 

15 account, which cxcpeds the aforesaid limitation at the time of the 

16 enactment of this statute, but no additions other than dividends or 

17 interest shall be made thereto; or 

18 (e) 'Where such f~xcess results from the addition of dividends or 

19 interest to any such account, or from the acquistioll of an account 

20 by gift, will or IJllwritance; or from the acquistion of an account or 

21 deposit previously held as collateral security for the paylnent of 

22 an obligation; or from the acquistioll by one State association of 

23 the assets of another association; or 

24 (f) 'Vnere such excess l'e~mlts from a reduction ill the capital of 

25 the association. 

2,6 The hoard may provide for any lesser limitation than set forth 

27 in this secti011, and allY person or persons authorized by it, may 

28 refuse to accept ~.t11y accouut and may limit the amount of payments 

29 which may he received on allY account. 

1 4-. Section 146 of P. L. 1963, ('.144 (C. 17:12B-146) is amended to 

2 read as follows: 

3 146. Tnvestmf'nts In mortgage loans, Investments in mortgage 

4 loans may be mnop suhjp(·t to the eonditi01JS and limitations of 

5 this act. 

6~jach mortgage loan, made under the provisions of sections 147 

7 through 149 of this act, shall hf' a direct reduction, sinking' fund, or 

8 straight mortgap;e loan. Each such loan shall be evidenced by an 

9 obligation and secured by a mortgage *[which shall be a first lien]­

10 on real estate [in this State, as defhwd in section 11 of this act, 

11 or outside of this State if located within 50 miles of the principal 

12 office of the association]. Such loans shall be secured by real 

13 estate used or to be used wholly or partially for dwelling pur­

14 poses[.]; or f01' b1~siness or commercial pu,rposes. If 1~sed or to be 

15 1~sed solely for business or commercial purposes, the loan shall be 

16 secured by a rnortga,r;e l.Dhich shall be a first lien on real estate as 

17 defined in section 11 of this act· J and shall be subject to the lirnita­

18 tion established by s1~bsect'ion L. of seet'ion 155 of P. L. 1963, C. 144 

19 (C. 17.·12B-155r. The granting of such loans shall be without 

20 discrimination of any nature including, but not limited to, interest 

21 rates, terms and duration, because of race, creed, color, national 

22 origin or ancestry. 

1 5. Section 147 of P. L. 1963, c. 144 (C. 17 :12B-147) is amended 

2 to read as follows: _ 

3 147. Each direct reduction loan, as defined in section 5 of this 

4 act, made in accordance with the provisions of. this section, shall 

- .50 -require -periodical 'payments-sufficient to -pay the principal arid 
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6 interest of the loan in full in a period of 40 years or less. Any 

7 association may by agreement with the borrowing member reduce 

8 the amount of periodical payments, provided that the amount of 

o the periodical paymerts thereaftpr required shall he sufficient to 

10 pay the balance of the loan and interest thereon within a period 

11 of 40 years or less from the time of making snch agreement. The 

12 amount of such direct reductiOll loan, less the withdrawal value of 

13 any account which may be pledged as collateral security therefor, 

14 shall not exceed [80%] 90% of the value of such real estate as ' 

15 found by appraisal at the time such loan is granted; pr'ovided, 

16 however, where mortgage g~taranty ins1(,rance is iss1wd incident to 

17 such loan Inlrsuant to the provisions of the Mortgage G1tarantv 

18 Insurance Act, P. L. 1968, c. 248 (C. 17:46A-1 et seq.), the per­

19 centage of the val1le of :'31lch real estate may exceed 90%. 

1 6. Section 148 of P. L. 1963, c. 144 (C. 17:12B-148) is amended 

2 to read as follows: 

3 148. Each sinking fund loan, as defined in section 5 of this act, 

4 shall require periodical payments, at least monthly, on an account 

5 pledged as collateral security for such loan which shall be sufficient 

6 to pay such loan in a period of 35 years or less. Any association 

7 may by agreement with the borrowing member provide for the 

8 application of such account to the principal of the loan and for a 

9 reduction in the periodical payments required on an account there­

10 after; provided, however, that such periodical payments thereafter 

11 required shall be sufficient to retire the loan ,vithin a period of 35 

12 years or less, from the time of the making of such agreement. The 

13 amount of any sinking fund loan, less the withdrawal value of any 

14 account which may be pledged as collateral security therefor, shall 

15 not exceed [80%] 90% of the value of such real estate as found 

16 by appraisal at the time when the loan is granted. 

1 7. Section 149 of P. L. 1963, c. 144 (C. 17 :12B-149) is amended 

2 to read as follows: 

3 149. Straight Mortgage Loans. Each straight mortgage loan, as 

4 defined in section 5 of this act, shall be limited to a term not to 

5 exceed [3] 5 years and the amount of any such straight mortgage 

6 loan shall not exceed «'[50%]* *60%* of the value of the property 

7 as found by appraisal at the time the loan is granted *[or 3 years if 
8 the am0111lt of such straight mortgage loan does not exceed 60% of 

9 the value of the property as found by appraisal at the time the loan 

10 is granted]* "'Interest shall be payable at least semiannually*. 

'11 An association may renew any straight mortgage loan held by 

..12. it for periods not exceeding [3] 5 years each and for an amount 

.13 :not'in ~cess of. II[50%]**60%t of the value of the real estate'as 
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14 found by apprai:ml at the time of any sueh reuewal *[or for periods 

15 not exceedin9 3 years each and fot' an amount not excess of 60% of 

16 the value of the real estate as found by appraisal at the time of any 

17 Sitch renewal. ~r},e total amount invested in straight mortgage 

18 loans by an.Y association shall not exceed [10%] .20% of its assets 

19 at the time any such investment is made]*. 

1 8. Section 150 of P. 1... 1963, c. 144 (C. 17 :12B-150) is repealed. 

1 9. Section 151 of P. 1...1963, c.144 (C. 17:12B-151) is amended to 

2 read as follows: 

3 151. COllstruction loans. A mortgage loan may be made subject 

4 to the provisions of sC'ctions ]46 through 149 of this act, for the 

5 purpose of enabling the horrower to make improvements to real 

6 property owned hy such horrower and to construct a building or 

7 building's npon such real property, under the following conditions 

8 and limitations: 

9 (1) The appraisal committee acting under the prOVISIOns of 

10 section 167 of this act shall illclude the values of the following items 

11 in rendering sneh appraisal: 

12 (a) The yalue of the proposed building or huildings to be 

13 constructed. 

14 (b) The value of the land. 

15 ,(c) The value of improvements to be made to the land. 

16 (2) An association may advance moneys on such loan as the 

17 land is improved and as the construction of a building or buildings 

18 proceeds thereon. 'Where such loan is a straight mortgage loan, the 

19 proceeds of ,vhich are used or to be used in pursuance of a plan 

20 to improve the mortgaged real estate it may, notwithstanding the 

21 limitations of section 149 of this act, be made in an amount not 

22 to exceed 80ro of the value of such real estate as found by ap­

23 praisal at the time the loan is granted and for a term of not more 

24 than [3] 5 years, and provided further that such a loan may be 

23 renewed for a further period of not more than 1 year. 

26 (3) At no time shall a greater sum be advanced on account of 

27 such land t.han is aut.horized by eit.her the appraiser or appraisers, 

28 provided for in section 167 of this act, or an officer of the associa­

29 tion, designated for that purpose by the board, and such committee 

:30 or ofiicer shall certify that such advancement is warranted by the 

31 st.ate of improvements to the land or the state of completion of 

32 the construction on such land; provided, however, that at no time 

33 shall the association advance moneys in excess of 80% of the value 

34 of the land and of the construction completed at the time of such 

35 advance. 
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36 For the purpose of complying with the provisions of sections 

37 146 through 149 of this act limiting the term of a mortgage loan, 

38 a loan made under the provisions of this section shall be deemed 

39 to have been made when the final adyunce is made to the borrower 

40 or 18 months from the date of the mortgage securing such loan, 

41 whichever is earlier. 

1 10. Section 152 of P. L. 1963, c. 144 (C. 17 :12B-152) is amended 

2 to read as folows : 

3 152. The commissioner may adopt, amend, alter or rescind regula­

4 lations permitting insured associations, in addition to the powers 

5 to make mortgage loans hereinabove set forth, to make [first] 

6 mortgage loans to a greater percentage of appraised value or for 

7 a longer term of years, or both, t,han is ot.herwise limited by this 

8 act and to make any other loan or investment for a purpose not 

9 specifically authorized by this act, but nothing herein shall author­

10 ize the commissioner to adopt a regulation which would permit 

11 such associations to make any kind of loan or investment which 

12 Federal associations are not specifically authorized to make. .Any 

13 loans or investments legally made under the provisions of regula­

14 tions adopted under the authority granted by this section shall 

15 be legal loans or investments if they conform with the regulations 

16 in effect at the date of closing or purchase of said loan or invest­

17 ment, notwithstanding the subsequent amendments, alterations, re­

18 scissions or repeals of the regulations in effect at the date of such 

19 closing or purchase. 

1 11. Section 153 of P. L. 1963, c. 144 (C. 17 :12B-153) is amended 

2 to read as follows: 

3 153. The commissioner shall have power, in relation to loans or 

4 investments described in section 152, to set forth in such regulations 

5 the requirements which in his judgment are necessary to establish 

6 appropriate safeguards. The commissioner may also establish a 

7 requirement that an insured association shall meet minimum re­

8 serve requirements which may be set forth in such regulations, in 

9 order to be eligible to make loans or investments under the provi­

10 sions of section 152 of this act. The commissioner, when issuing such 

11 regulations, shall to the extent feasible and after giving considera­

12 tion to the financial and economic circumstances and the public 

13 welfare, endeavor to promulgate such rules and regulations in sub­

14 stantial conformity with similar rules and regulations of the 

15 Federal Home Loan Bank Board as applied to Federal associations. 

16 [In no event shall an insured association make any loan or invest­

17 ment under the provisions of section 152 of this act when the total 

18 of all loans or investments held, under the provisions of such 

19 section, exceeds an amount equal to 25% of its total assets.] 
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12. Section 155 of P. L. 1963, c. 144 (C. 17 :12B-155) is amended 

to read as follows: 

155. Other loans. Other loans may be made as follows: 

A. Account loans. Loans secured by a pledge of a member's sav­

ings account. No such loan shall exceed the withdrawal value of the 

pledged account[, less interest thereon for a period of 6 months]. 

Interest on snch loans shall not be charged at a rate in excess of 

the maximum permitted nnder the provisions of R. S. 31 :1-1 unless 

a higher rate is required by any applicable Federal regulation that 

establishes minimum rates that must be charged on loans secured 

by savings accounts; in which event, the interest charged shan not 

be greater than that specified by such Federal regulation. 

B. Purchase of loans. An association may purchase any mortgage 

loan, property repair, alteration, improvement or rehabilitation 

loan, or any other loan which all association is authorized to make. 

C. Loans secured by a mortgage upon a lease of the fee of real 

property. Any association ma:-' invest in any obligation secured 

by a mortgage [which is a first lien, as defined in section 11 of 

this act,] on a lease of the fee of real property [located in this 

State]. The term of the leasehold interest securing such loan shall 

be no less than 50 years from the date such loan is granted; other­

wise, such loans shall be made pursuant to sections 146 through 

154, 167 and 168 of this act. 

D. Camp meeting leaseholds. An association may invest in any 

obligation secured by a first mortgage, as defined in section 11 of 

this act, on any leasehold estate of real estate, in this State, of any 

camp meeting association, to the extent authorized by, and subjeot 

to, the limitations and restrictions contained in R. S. 17 :2-1. 

E. Loans otherwise authorized. An association may make any 

other loan which it may be authorized to make by any law of this 

State. 

F. Loans on apartments or units established under the "Hori­

zontal Property Act" or the "Condominimum Act." An association 

may invest in any obligation secured by a mortgage [which is a first 

lien, as defined in section 11 of this act,] on an apartment which 

is part of a horizontal property regime established under the 

"Horizontal Property Act" or upon a unit which is part of a condo­

minium established untler the "Condominium Act." All such loans 

shall be made pursuant to sections 146 through 154, 167 and IG8 of 

this act. 

G. Educational loans. In addition to the authority otherwise 

granted by law for an association to make loans guaranteed or 

insured in whole or in part by the United States of America or 

the State of New Jersey, or any instrumentality or agency of either 
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45 of them, or for which a commitment to so guarantee or insure has 

46 been made, an association may make any loans so guaranteed or 

47 insured or for which a commitment to so guarantee or insure has 

48 hee11 made where such loans are made for the purposes of finaJ 1clnR 

4~i the expenses of higher educat.ion. Such loans may be made in ac­

50 cordance with the terms and conditions permitted by the guarantee­

51 iug or insuring authority, notwithstanding any other provisions 

52 of law limiting interest or other charges or prescribing other terms 

53 and conditions. 

54 H. Loans 011 building lots. An association may invest in aIlY 

55 obligation secured by a mortgage which is a first lien on a buildillg 

56 lot, where it is represented by the horrower at the time the loan is 

57 made that he intends to build or have built a dwelling on the 

58 building lot for his own use and occupancy. The amount of such 

59 loan shall not exceed 80% of the value of the real estate as found 

60 hy appraisal at the time the loan is granted and shall be a direct 

61 reduction loan as defined in section 5 of this act, which shall require 

6;~ periodic payments sufficient to pay the principal and interest on 

6:3 the loan in full over a period of 10 years or less. 

64 1. 1!lobile homes. An association may invest in mobile or manu­

65 faetured home chattel paper bV 'making or b~! buying loans or in­

66 stallment so1es contr'acts on mobile or manufactured homes. 

67 J. Consumer loans. 

68 (1) An assoc£a.tion may invest in or make installment loans upon 

69 the same terms and conditions prescribed for banks in accordance 

70 w£th Article 12 of the "Banking Act of 1948," P. L. 1948, c. 67 (C. 

71 17:9A-1 et seq)*, subject to the limitation established in subsection 

71A L. of this section*. 
72 (2) 1n addition, 'Ii subject to the limitation established in sub­

73 section L. of this section,"" an association may invest in or make 

74 secured or unsecured loans for personal, family, O'r household 

75 purposes to the extent and under the conditions perrnitted by the 

76 rttles and regulations adopted by the comm·issioner from time to 

77 time. ""The -rate of interest on such loans shall not be in excess of 

78 the -rate of interest provided for in section 160 of P. L. 1963, c. 144 

78A (C. 17 :12B-160) or in excess of any rate of interest for such loans 

78B as may be otherwise authorized by law.~' The commissioner shall 

780 promulgate such ntles and r'eg~tlations in substantial conformity 

78D with similar rules and reg~dations of the Federal Home Loan Bank 

78E Board. 

79 K. Advance loans. An association may make advance loans ~tpon 

80 the same terms and conditions prescribed for banks in accordance 

81 with Article 12A of the ((Banking Act of 1948," P. L. 1948, C. 67 

82 (C. 17 :9A.-1 et seq.). 
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83 *L. Dimitatiol1s on loans andil1t'cstJnents. Loans or investments 

84 itt the followillO subsections shall not exceed, in the aggregate for 

85 each subsection, 20% of the assets of the association, pTovided that 

R6 tnc cnmmissio'lCf may. 7Y!J re{Julatio'YI, ec:tnblish an amoumt in excess 

87 of 20% for each subsection if such excess amount is in cOl/fonnity 

88 with Fedemllaw or Tu,[e 01' J'('[J1tlation of the Fedeml Home Loan 

89 Bank Board: 

90 (1) Loan secured by a first lien on real estate whl~ch are solely for 

91 business or commenial purposes, as authorized by this act; 

92 (2) Sec1tred or unsecured loans for pertsonal, family, or household 

93 purposes, and commercial paper and corpOTate debt securities; pro­

94 vided, however, that no percentage of assets limitation shall apply 

95 to the issuance of credit cards OT the extension of credit therewith, 

96 the investment in property improvement loans as defined in section 

97 158 of P. L. 1963, c. 144 (C. 17:12B-158), or the investment zn 

98 advance loans as defined in s1tbsection K. of this section.* 

1 13. Section 157 of P. L. U)63, c. 144 (C. 17 :1211-157) is amended 

2 to read as follows: 

3 157. Investments in loalls for the pUl'pose of repair, alteration, 

4 improvement, const'r'uction, adding to, llloderllizillg, equipping' or 

5 rehahilitation of real estate upon which all association shall not ho 

6 required to hold a mortgage lien. Such a loan shall be known as a 

7 "property improvement loan." AllY association may make loans 

8 subject to the limitations set forth in sections 159 through 164 

f) (C. 17:12B-159 through C. 17:12B-164) of this act for the repair, 

10 alteration, improvement, construction, addi11g to, modernizing, 

11 equipping or rehabilitation of real estate [located in this State], 

12 which is used wholly or partially for dwelllng purposes, including 

13 loans for restoration, rehahilitation, rebuilding and replacement 

14 of properties which have beeH damaged or destroyed by fire, hurri ­

15 cane, flood, cyclone, tornado or other catastrophe. 

1 14. Section 158 of P. L. 1963, c. 144 (C. 17:1213-158) is amended 

2 to read as follows: 

~~ 158. Definitions as used m sections 159 through 1G4 

4 (C. 17 :12B-159 through C. 17 :12B-164) of this act. 

5 '1'he following words and phrases as used in sections 159 througll 

6 ·lG4 (C. 17 :12B--159 through C. 17 :12B-164) of this act, unless a 

7 different meaning is plainly requirerl by the context, shall have 

8 the following meanings: 

9 (1) "Property improvement loan" means a loan, secured or 

10 uns~cured, thi3 purpose of which, as represented to the association 

11 by the borrower, is to 6nabre' the borrower to pay the cost in whole 
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12 or in part of repairing, altering, improving, constructing, addin.fJ 

13 to, modernizing, equipping' or rehabilitating real estate used 

14 wholly or partially for dwelling purposes and in connection with 

1:> which the borrower files with the association, at the time when the 

1Ll loun i::; mude, a statement, that the proceeds of the loan will be 

17 uaied to pay the co::>t, in whole or ill part, of lllOuernizing, rehabili­

18 tating, alterillg, constructing, add'ing to, repairing, equipping or 

19 improving such real property, as the case may be. 

20 (2) (Deleted by amendment.) 

21 (3) "Net proceeds" means the difference between the face 

22 amount of the note evidencing such loan and that part of such 

23 face amount which represents precomputed interest. 

24 (4) "Loan for equipping" means a loan, the proceeds of which 

25 are used to finance those items usually and customarily used flby the 

26 bor'rower* in connection with a residential dwellillg, whether or not 

27 affixed to the realty. r.Che Commissioner of Banking shall ·[have 

28 the power,]* in relation to a "loan for equipping," fI[tO]* adopt, 

29 amend, alter or rescind regulations, the requirements of which, in 

30 his judgmellt, are necessary to establish appropriate safeguards. 

31 rrhe commis::;ioner, when issuing such regulations, shall, to the 

32 extent feasible and after giving consideration to the financial and 

33 economic circumstances and the public welfare, endeavor to pro­

34 mulgate such rules and regulations in substantial conformity with 

35 similar rules and regulations of the Federal Home Loan Bank 

36 Board as applied to Federal associations. 

37 (5) "Precomputed interest" means an amount equal to the whole 

38 amount of the interest payable on a loan as defined in this section 

39 for the period from the making of the loan to the date scheduled 

40 by the terms of the loan for the payment of the final installment. 

41 (6) "Person" means all individual, a partnership, a business, 

42 a corporation allu an associatioll. 

43 (7) "Actuarial method" means the method of applying payments 

44 made on a debt between principal and interest pursuant to which 

45 a payment is applied first to accumulated interest on the principal 

46 amount of the loall and the remainder is applied to the unpaid 

47 principal balance of the loan in reduction thereof. 

48 (8) "*[Precumputed]"" *Precomputed"" loan" means an install ­

49 ment loan which is evidenced by a note the face amount of which 

50 consists of the aggregate of the principal amount of the loan so 

51 evidenced, and the precomputed interest thereon. 

52 (9) "Nonprecomputed loan" means an installment loan which 

53 is evidenced by a note. the face amount of which consists solely of 

54 the principal amount of the loan so evidenced. 
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1 15. Section 159 of P. L. 19G3, c. 144 (C. 17:12B-159) is amended 

2 to read as follows: 

2A 159. Limitations on such loans. 

3 (1) *[The llet proceeds of any loan for equipping as defined in 

4 section 158 of P. L. 1963, c. 144 (C. 17 :12B-158) shall not exceed 

5 $15,000.00 nor shall the aggregate of such net proceeds of loans for 

6 equipping, taken together with the amount of the unpaid balances 

7 owing on all other loans as defined in section 158 of P. L. 1963, c. 144 

8 (C. 17 :12B-158) and which are outstanding with respect to the 

9 same [person or] real property, exceed $15,000.00.]* *(Deleted by 

9A amendment.r 

10 (2) Each such loan shall be evidenced by one or more notes, 

11 bonds or other written evidence of indebtedness, and no security 

12 other than an interest in tangible personal property, or a mortgage 

13 upon the real property shall be taken directly or indirectly to 

14 secure the same prior to default. An interest in real property taken 

15 as security for a property improvement loan shall not be deemed 

16 to be a mortgage loan within the meaning of Article X of this act 

17 and shall not be subject to the provisions of that article. 

18 (3) *[No association shall make any such unsecured loan at any 

19 time the aggregate amount of such unsecured loans outstanding 

20 exceeds an amount equal to [10%] 20% of its total assets.]* 

20A (Deleted by amendment.JiII 

21 (4) Each loan as defined in section 158 of this act (C. 17 :12B-158) 

22 shall be repayable in regular *[monthly]* installments *payable at 

23 least quartely* over a period not exceeding [15] 20 years and 32 

24 days subsequent to the making of such loan. The amount of any 

25 installment shall not be greater or less than any other installment, 

26 except that the *first installment or* last installment*, or first and 

27 last installments* may be *[not more than $1.00 more or less than 

28 any previous installment]* *in an amount other than that of a 

29 regular installment, but any such installment shall not be less than 

30 one-half of, nor more than one and one-half times the amount of the 

31 regular installmen,t*. An association which makes a loan as defined 

32 in section 158 of P. L. 1963, c. 144 (C. 17 :12B-158) shall not require 

33 that more than one installment be payable in anyone payment 

34 period, except that the last two installments may be payable in the 

35 same payment period. Every such loan shall provide for payment 

36 periods of equal duration measured in terms of weeks or months, 

37 except that the period scheduled to elapse between the making of 

38 the loan and the date when the first installment is scheduled to be 

39 paid, hereinafter in this paragraph referred to as "the initial pay­
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40 llleut period" Illay be longer than any other payment period, but 

41 may Hot exceed *[60]* "'120· days. Any such loan may provide for 

42 the omission of installments during any period not exceeding *[93]* 

43 "'120'~ days in any OIle 12-month period. When the period during 

44 which installments are so omitted falls within or coincides with the 

44A initial payment period as hereinabove defined, the initial paYment 

44B period may be longer than any other paYment period, but may not 

44c exceed *[93]* "'120'" days. "[Except as herein otherwise expressly 

44n provided, no payment period shall be shorter than 1 week or longer 

44E than 1 month.]* 

45 (5) Nothing in this sedion shall prevent an association from 

46 making a loan as defined in section 158 of P. L. 1963, c. 144 

47 (C. 17:12B--158), the proceeds of which will be applied in whole or 

48 in part to the repayment at or before final maturity of a loan 

40 theretofore made under the provisions of this section. 

50 (6) An association which makes a loan as defined in section 158 

51 of P. L. 1963, c. 144 (C. 17 :12B-158) may, 

52 (a) When the payment of such loan is secured, and provision is 

53 made by law for the filing or recording of the instrument of security 

54 or notice or abstract thereof, require compliance with such provi­

55 sion and retain the cost of such recording or filing out of the 

56 proceeds of the loan but shall make no other charges in connection 

57 with the preparation of such mortgage or other security instru­

58 ments; and 

59 (b) \Vhen the maturity of the unpaid balance of the loan is 

60 accelerated, in accordance with the terms of the instrument evi­

61 dencing the obligation, charge interest at a rate not exceeding the 

62 rate charged on the loan, from the date such acceleration takes 

63 place, upon the difference between the amount of the unpaid 

64 principal balance of the loan, and the amount of credit given 

65 pursuant to section 163 (C. 17 :12B-163); 

66 No association shall make any further interest or charge or 

(j7 demand, in connection with such loan, other than those expressly 

68 authorized by sections 159 through 164 (C. 17 :12B-159 through 

69 C. 17 :12B-164) of this act, except an assoeiation may charge 

70 interest at a rate not exceeding the rate charged on the loan upon 

71 each installment in arrears for the period from the date that 

72 default in the payment of such installment occurs to the date that 

7:3 payment of such installment is made; or, if the maturity of the 

74: unpaid balance of the loan is accelerated, as provided in this 

75 section, to the date upon which such acceleration takes place. In 

76 lieu of providing for interest pursuant to this paragraph (b), such 
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77 instrument may provide that on any installment in arrears for more 

78 than 15 days, the association may make a late charge which shall 

79 not exceed 5% of such installment, or $5.00 whichever is the lesser; 

80 provided that only one such late charge shall be made on any 

81 one installment and that no such late charge shall be made upon 

82 any installment scheduled, by the terms of such instrument, to 

83 fall due upon a date subsequent to the date upon which the 

84 maturity of the unpaid balance of the loan is accelerated as pro­

85 vided by this section. 

SG (c) No perSOll who is a pa rty to Ule instrument evidencing the 

87 loan shall be released or discharged from liability to the association 

88 by reason of the association's extending the time for the payment 

89 of an installment or installments owing or due upon such loan, or by 

90 reason of the association's waiver of any term or condition of the 

91 instrument evidencing such loan, or of the instrument intended to 

92 secure payment thereof. 

93 (d) All parties to the instrument evidencing the loan may waive 

94 presentation for payment, demand for payment, protest and notice 

95 of protest, nonpayment, disbonor, and the association's election 

96 to accelerate the maturity of the unpaid balance of the loan. 

m For the purposes of this section, 

98 (i) "Unpaid principal balance" of a loan means the face 

99 amollnt of the note evidencing such loan, less the aggregate of 

100 all installments paid thereon, plus the cost of any insurance 

101 paid for by the association pursuant to paragraph (f) of 

102 subsection (6) of' this section, after crediting against such cost 

103 the amount of the return premium, if any, received by the 

104 association on cancellation of prior insurance paid for by the 

105 borrower or the cost of which was retained out of the proceeds 

106 of the loan; 

107 (ii) "Unpaid balance" of a loan means the unpaid principal 

108 balance of such loan, plus unpaid interest and late charges, 

109 if any. 

110 (e) Require one or more comakers or endorsers of the instrument 

111 evidencing a loan, or one or more guarantors of payment of the 

112 loan j 

113 (f) 'When the payment of STIch JOHn is secured, require that such 

114 security be insured for the benefit of the association against such 

115 loss or damage as t.he association may require, and may retain out 

116 of the proceeds of such loan the premium for such insurance. If 

117 such insurance expires, lapses, or is caneeled and other insurance 

118 by insurers and in amounts satisfactory to the association is not 

119 furnished to the association without lapse of coverage, the associa­
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120 tion may, but shall be under no duty to, obtain insurance upon such 

121 security, and the cost thereof, less the amount of the return pre­

122 mium, if any, received by the association on cancellation of prior 

123 insurance paid for by the borrower, or the cost of which was 

124 retained out of the proceeds of the loan, shall be added to and 

125 become part of the principal of such loan, payable upon demand 

126 with interest at the legal rate; and, in default of such payment 

127 within 30 days after such demand, the entire unpaid balance of 

128 the loan shall, at the election of the association become immediately 

128A due and payable; 

129 (g) Upon institution of a suit for the collection of a loan in 

130 default, charge a collection fee, in addition to court costs allowable 

131 by law, equal to 10% of the unpaid balance of the loan, but in no 

132 case shall such collection fee exceed $100.00; 

133 (h) Extend the scheduled due date of any loan and defer the 

134 scheduled due date of any or all installment payments, or reduce 

135 the amount of any or all installments and may, as a consideration 

136 therefor, make a total additional charge not to exceed the amount 

137 ascertained under the provisions of section 160 (C. 17 :12B-160). 

1 16. Section 165 of P. L. 1963, c. 144 (C. 17 :12B-165) is amended 

2 to read as follows: 

3 165. Other investments, securities. A State association may 

4 invest as follows: 

5 (1) Obligations of the United States. In obligations of or guar­

6 anteed as to principal and interest by the United States of America. 

7 (2) Federal Home Loan Bank Stock. In stock of the Federal 

8 Home Loan Bank, of which it is eligible to be a member; and in 

9 other obligations of any Federal Home Loan Bank or banks or of 

10 the Federal Home Loan Bank System. 

11 (3) Participation in mortgage loans. 

12 [(a)] In the investment in participating interests in mortgage 

13 loans. The mortgage which secures payment of any such par­

14 ticipating interest shall be a lien upon real estate [in this State 

15 used or to be used wholly or partially for dwelling purposes] and 

16 shall conform with the limitations, conditions and requirements 

17 set forth in this article regulating direct reduction mortgage and 

18 straight mortgage loans, with respect to priority of lien, the 

19 percentage of such loan to be the appraised value of the mortgaged 

20 property, and the terms of repayment of such loan or in conformity 

21 with the limitations, conditions and requirements set forth in rttles 

22 and regulations of the Federal Savings and Loan Insurance Corpo­

23 ration. Such participating interest shall entitle the State associa­
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24 tion to share all money and other benefits derived from such 

25 mortgage loan, or incidental thereto, prorata with, or with prefer­

26 ence and priority over, the holder of any other participating 

27 interest therein. 

28 [(b) In addition to the participating interests in mortgage loans 

29 permitted under paragraph (a) of this subsection, any insured 

30 State association may participate in mortgage loans to the extent 

31 and under the conditions permitted by the rules and regulations 

32 adopted by t.he commissioner from time to time. To the extent 

33 feasible and to the extent compatible with local conditions relevant 

34 to financial and economic circumstances and the public welfare, the 

35 commissioner shall endeavor to promulgate such rules and regula­

;36 tions in substantial conformity with similar rules and regulations 

37 of the Federal Savings and Loan Insurance Corporation.] 

38 (4) Accounts of other associations. In accounts of any insured 

39 State association of this State and of any Federal association whose 

40 principal office is located in tbis State; provided, that no such 

41 investment shall be made in excess of tLe amount for which such 

42 account is insured by the Federal Savings and Loan Insurance 

43 Corporation. 

44 (5) Savings banks' investments. In any investment in which 

45 savings banks of New Jersey are or shall be authorized to invest 

46 by any law of tLis State, other than investments which are, or 

47 which hereafter shall be, specifically designated and regulated by 

48 tbis act; provided, however, no funds lllay be invested pursuant to 

49 tLis subsection which are required for authorized loans to members. 

50 (6) Loans on securities. In loans upon obligations secured by the 

51 pledge of any security designated in subsections (1) and (5) of this 

52 section; provided, that any loan made on an obligation designated 

53 in subsedion (1) of this section shall not exceed the market value 

54 of the obligation pledged as collateral and any loan made on the 

55 security designated in snbsection (5) of this section, shall not 

56 exceed 80% of the market value of the security pledged as col­

57-67 lateral and provided further, that no funds may be invested 

68 pursuant to this subsection which are required for other authorized 

69 loans to members. 

70 (7) Central and other service corporations. 

71 (a) In the capital stock, securities, debentures or other obliga­

72 tions of a single corporation organized under the laws of the State 

73 of New Jersey, the entire capital stock of which corporation shall 

74 be open to, subscribed for, and issued to State associations of this 

75 State and such Federal associations that have their principal 
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76 offices in this State; provided, however, that the original capital 

77 stock of such corporation shall aggregate at least $200,000.00 from 

78 subscriptions and payments by at least 10 of the aforementioned 

79 associations; and provided further, that 110 association, afore­

80 mentioned, may invest its funds under this subsection in an amount 

81 exceeding 5% of its assets at the time of such subscription, payment 

82 or investment, except with the approval of the commissioner. 

83 (b) In the capital stock, securities, debentures or other 0 bliga­

84 tions of any corporation organized under the laws of the State of 

85 New Jersey, if the entire capital stock of such corporation is 

86 available for purchase only by State associations of this State and 

87 such Federal associations that have their principal offices in this 

88 State; provided, however, that no association aforementioned may 

89 make any investment under this subsection in an amount exceeding 

90 [1%] 3% of its assets, except with the approval of the commis­

91 sioner. 

92 (8) Federal corporations. In the capital stock, securities, deben­

93 tures or other obligations of any corporation created by Act of 

94 Congress in which such investment may be open to associations 

95 and which shall afford advantages or safeguards to associations. 

96 (9) In any other investment in which an association is, or shall 

97 be, authorized to invest by any law of this State. 

98 (10) Participation in loans or investments. In a participating 

99 interest in any loan or investment which an association is autho­

100 rized to make. 

101 (11) State securities. Investments in the geneml obligations of 

102 any State or any political subdivision thereof. 

103 (12) Loans to financial institutions, brokers and dealers. Loans to 

104 financial institutions with respect to which the United States or 

105 any agency or instrumentali.ty thereof has any function of exam­

106 ination Ot· supervision, or to an,y broku or dealer registered with 

107 the Securities and Exchange Commission, secured by loans, obliga­

108 tions, or investments in which the association has the statutory 

109 authority to invest directly. 

110 (13) Investment companies. An association may invest in, redeem, 

111 or hold shares of certificates in any open-end management invest­

112 ment C01npany which is registered with the Securities and Exchange 

113 Commission under the b/vestment Company Act of 1940 and the 

114 portfolio of which is restricted by Sitch management company's 

115 investment policy, changeable only if auth01"ized by shareholder 

116 vote, solely to any such investments as an association by law or 

117 regulation may, without limitation as to percentage of assets, 
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118 invest in, sell, redeem, hold, or otherwise deal with. The commis­

119 sioner may prescribe rules and regulations to implement the provi­

120 .'lions of this subsection and shall promulgate such rules and 

121 regulations in substantial conformity with similar rules and regu­

122 lations of the Federal Home Loan Bank Board. 

123 (14) Commercial paper and cMporate debt securities. *[An]* 

124 "'Subject to the limitation of subsection L. of section 155 of P. L. 

125 1968, c. 144 (C. 17:12B-155), all'" association may invest in, sell or 

126 hold comrnercial paper and corporate debt securities, as defined and 

127 approved pursuant to rules and 'regulations promulgated by the 

128 commissioner. The commissioner shall prom1tlgate such rules and 

129 regulations in sullstantial conformity u'ith similar ruZes and regula­

130 tions of the Federal lIome Loan Bank Board. 

1 *[18.]* "'17.* Section 168 of P. L. 1963, c. 144 (C. 17:12B-168) is 

~ amellded to read as follows: 

3 168. Limitation on amounts of real estate loans and investments. 

-l: No State association shall loan upon the security of, nor invest in 

5 any contract for the resale of, anyone property, more than 

6 $35,000.00 or an amount equal to 21;2% of its assets whichever 

7 amount is greater. [rrhe total amount owing to a State association 

8 upon all such loans and investments in excess of $35,000.00 shall 

9 not exceed. 35% of the aggregate amount owing to it on all of its 

10 mortgage loans at the time any such loan or investment in excess 

11 of $35,000.00 is made.] 

12 Notwithstanding the above limits, the commissioner may adopt, 

13 amend, alter or 1'escind regulations permitting associations to make 

14 loans for a greater amount or to increase the percentage limitation 

15 hereinabove set forth. The commissioner may give consideration to 

16 the size of the association, its reserves and current economic condi­

II tions in issuing s'uch regulations. Any loans or investments legally 

18 made under the provisions of regulations adopted under the author­

19 ity gmnted by this sect'ion shall be legal loans or investments if 

20 they conform 10ith the regulations in eflect at the date of closing or 

21 p'urchase of said loan or investment, notwithstanding the subse­

22 quent amendments, alterations, t-escissions or repeals of the regu­

23 la.tions in effect at the date of such closing or purchase. 

1 "'[19.]* *18.'" Section 169 of P. 1...1963, c.144 (C. 17:12B-169) is 

2 amended to read as follows: 

3 169. Restrictions on investments. [(1) No State associations shall 

4 make any of the investments authorized by this act, except invest­

;) llwnts in account loans, obligations of or guaranteed as to principal 

6 and interest, by the United States of America, stock of the Federal 



7 Home Loan Bank of which it is eligible to be a member; and in 

8 other obligations of any Federal Home Loan Bank or banks, or the 

9 ]'ederal Home Loan Bank System, or obligations of any agency or 

10 instrumentality of the United States of America, if and so long as, 

11 the sum of its cash on hand and in the banks and the value of its 

12 investments in obligations of the United States of America and of 

13 agencies and instrumentalities of the United States of America, is 

14 less than 5% of its capital.] *(1) No 'uninsured State association 

14A shall 'make any of the investments authorized by this act, except in­

14:B 'vestments in acco'unt loans, obligations of or guaranteed as to 

14c princ'ipal and interest by the United States of A merica, stock of the 

14D Federal Home Loan Bank Board of which it is eligible to be a 

14E metnbet'; and any other obligatio'ns of any Federal Home Loan 

14F Bank Boat'd Systern 0'1" obligat'ions of any agency or instntrnentality 

14G of the United States of America, it and so loan as, the sum of its 

14H cash on hand in the banks and the valu,e of its investments in obliga­

141 tions of the United States of America and of agencies and instru­

14J 1nentalities of the United States of Ame'rica, is less than 5% of its 

14K capital. "" 

15 [(2)] *(2)* No :State assoeiation shall make any of the invest­

1G mellts authorized by this act, except investments in obligations of, 

17 or guaranteed as to principal and interest by the United States of 

18 America, stock of the Federal Home Loan Bank of which it is 

19 eligible to be a member; and in other obligations of any Federal 

20 Home Loan Bank or banks, or the Federal Home Loan Bank 

21 System, or obligations of any agency or instrumentality of the 

22 United States of America, at any time when any application for 

23 withdrawal remains unpaid in whole or in part, 90 days after the 

24 date of the filing thereof. 

1 *[20.]* *19.* This act shall take effect immediately. 
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3 169. Restrictions on investments. [(1) No State associations shall 

4 make any of the investments authorized by this act, except invest­

5 ments in account loans, obligations of or guaranteed as to principal 

6 and interest, by the United States of America, stock of the Federal 

7 Home Loan Bank of which it is eligible to be a member; and in 

8 other obligations of any Federal Home Loan Bank or banks, or the 

9 Federal Home Loan Bank System, or obligations of any agency Or 

10 instrumentality of the United States of America, if and so long as, 

11 the sum of its cash on hand and in the banks and the value of its 

12 investments in obligations of the United States of America and of 

13 agencies and instrumentalities of the United States of America, is 

14 less than 5% of its capital.] 

15 [(2)] No State association shall make any of the investments 

16 authorized by this act, except investments in obligations of, or 

17 guaranteed as to principal and interest by the United States of 

18 America, stock of the Federal Home Loan Bank of which it is 

19 eligible to be a member; and in other obligations of any Federal 

20 Home Loan Bank or banks, or the Federal Home Loan Bank 

21 System, or obligations of any agency or instrumentality of the 

:22 United States of America, at any time when any application for 

23 withdrawal remains unpaid in whole or in part, 90 days after the 

24 date of the filing thereof. 

1 20. This act shall take effect immediately. 

STATEMENT 

rfhe enactment of the Federal Depository Institutions Deregula­

tion and Monetary Control Act of 1980, Act of March 31, 1980 

(Public Law 96-221), greatly increased the powers and privileges 

of Federal savings and loan associations and has called attention 

to the fact that both newly enacted and previously existing Federal 

law has granted Federal associations many powers and privileges 

which have not been specifically authorized for State-chartered 

associations by existing New Jersey law. 

The purpose of the amendment to the Savings and Loan Act 

(1963), P. L.1963, c.144, is to create parity between State-chartered 

savings and loan associations and Federal savings and loan 

associations. 
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This legislation makes a ll1unber of changes to the Savings and Loan 

Act (P. L. 1963, c. 144) to provide parit~T between State chartered and 

federally chartered savings and loan associations in response to the 

recently 8llacted Federal Depository Institutions Deregulation Act 

(Public Law 96-221), ·which made substantial changes in the powers 

accorded to thrift institutions. As amended by the Assembly Banking 

and Insurance Committee, Assembly Hill No. 2118 contains the following 

provIsIOns: 

Credit Cards: The bill permits savings and loan associations to issue 

credit cards subject to the regulation of the Commissioner of Banking, 

provided that the regulatiOlls are substantially in conformity with the 

ref,rulations of the Federal Home Loan Bank Board. 

Trust Powers: The bill permits savings aHd loan associations to 

assume trust powers to the same extent permitted to federal savings 

and loan associations. Associations acting in this fiduciary capacity 

would be required to keep all such accounts and records separate from 

their other funds. Associations ·would be required to deposit securities 

with State authorities in connection ,vitb such trust accounts to the same 

extent required of other fiduciaries. The right of an association to 

execute such powers would be determined by the commissioner; the 

capital and surplus required as a prerequisite for engaging in trust 

activities would be required to he the same as prescribed for State hanks, 

trust companies, and other corporations. The commissioner would be 

empowered to promulgate regulations relative to the establishment of 

such trust activities, which would be required to conform to any federal 

regulations which might be promulgated. 

Mutual Certificates: Associations would be permitted to issue and 

sell to subscribers mutual capital certificates, which would constitute 

part of the general reserve and net worth of the issuing association. 

The certificates "would he subordinate to all savings aCcDlmts, savings 

certificates, and debt obligations, and in the event of a liquidation, 

would constitute a claim on the general reserves, surplus, and undivided 

profits of the association after the payment of the abovementioned 

obligations. The mutual certificates would be permitted to have a fixed 

or variable dividend rate. 
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Loans to 0 JJicers: The legislation 'would permit an association to 

ll1ak(~ leHJl:': or purclwt;c lomls which it is othenvise authorized by law 

to make from allY ollicei', director, attorney, or other affiliated person 

in accordal'ce vriih rules and regulations established by the Federal 

Ma,-inp;s and Loan Insurance Corporation which govern weh loans. 

Limitations on Accounts: The legislation eliminates the present 

$130,000.00 limitation that is presently establisl10d for any member 

holding OlJe or more accounts in an:,' aSRocintioll. Members ,vould be 

permitted to hold accounts of $20,000.00, or 1% of the capital of the 

association, whichever is greater. 

Jlortgage Lending A1dhority: The legislation permits associations 

to make certain loans for business or commercial purposes; if a loan 

is made solely for business or commercial purposes, the loan must be 

secnred !iY a first lien 011 real estate, and that class of loan could not 

eOl:sWllte more than 20j{; of the assets of the association, or a higher 

percmltage v:hich might be set by the commissioner in accordance with a 

challge in Federal law or regulation governing asset limitations. The 

ler~i~)lation also eliminates the present prohibition against lending out­

side tIl(' State if the mortgaged property is more than 50 miles from the 

principal onice of the association; any out-of-state lending would be 

permiHeel. 

Strai,r;7d Mortgage Loans: The term of straight (unamortized) 

mOl'tgag(' loans is raised by the legislation from 3 to 5 years if the 

amount of the loan is not il;cxe('~s of 6070 of the value of the mortgaged 

property. Interest on straight mortgage loans would be required to be 

paid at least semianllually. The terIll of construction loans is extended 

by the bill from 3 years to 5 years. 

Limitation on Ce1-tain 1l1ortgage Loans as a Percentage of Assets: 

The legislation removes the restriction that loans made in excess of the 

permissible loan-to-value ratio be limited to 25% of an association's 

asset:::o. 

Leasehold and Condorniniwn Mortgages: The legislation removes the 

requirement that an association make 0]11:- first lien mortgages on lease­

holds and condominiums; they ,\-ou1el therefore be permitted to make 

second mortgage loans on these properties. 

Other Permissible Loans: The bill provides that associations would 

be permitted to make loans on mobile homes, installment loans under 

Art. 12 of the Banking Act of 1948 (P. L. 1948, c. 67), advance (over­

draft cheekiJlg) loans, and other secured or unsecured loans for per­

sOlJal, family, or hOllst>hold purpOR8S llndpT rnlp~ and regulations 

promulgated hy the C'ommisRioner which are in conformity with the 

l'u1es and rep;u1atiom; of tlw Federal Honw Loan Bank Board. 8pcured 

or UJlsetlll'cd 1c~ws 1'01' personal, ranlily, or household purposes would be 
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subject to a limitation of 20% of the assets of the association,ol' a 

higher percentage of assets 'which mighi: be set by the commissioner in 

accordance with a change in li'ederallaw or regulation governing asset 

limitation. 

Home Improvement Loans: In addition to their present powers, 

associations would be permitted to make horne improvement loans for 

corstruction. The perrnissible term for such loans would be extended 

from 15 to 20 years. Loans for equipping would he limited to $15;000.00. 

Additional Investment Powers: The legislation expands the permis­

sible investments of savings and loan associations. Associations could 

invest up to 3% of their assets, instead of the present 19"0, in service 

corporations. In addition, they would be permitted to invest in general 

obligations of the State or any political subdivision, make loans to 

financial institutions, brokers, or dealers (which would permit invest­

ment in Federal funds), invest in open-end management investment 

companies subject to the regulation of the commissioner, and invest in 

commercial paper and corporate debt securities subject to the mles and 

regulations of the Federal Home Loan Bank Board. Investment in 

commercial paper and corporate debt securities would be subject to a 

limitation of 20% of the assets or the association, 11111e88 the limitation 

were raised by the commissioner in respollse to an increa~c ])l'ovided 

by Federal law or regulation. The present limitation on the amount of 

any single mortgage loan is also removed, and the limitation on such 

lending left to the regulation of the cormnissioner. 

This legislation is part of a package of bills released by the Assembly 

Banking and Insurance Committee in response to significant changes in 

banking law alJd regulation which have taken place on the :F'ederallevel. 

rrhe Federal Depository Institutions Deregulation Act (DIDAMCA) 

made substantial changes in the powers of various Federally chartered 

financial institutions as well as significant changes in the relationship 

of the several kinds of depository institutions. 

rrhe Federal legislation significantly increased the powers of Feder­

ally chartered thrift institutions. Savings and loan associations have 

traditionally concenhated theil' lerlding powers in the area of residential 

mortgages. During the past decade, however, periods of exceedingly 

high interest rates and the emergence of competitors snch as money 

market funds have resulted in increased interest on the part of Federal 

regulators and others to give associations 1110re flexibility with respect 

to their lendillt,' activities and to insure their financial integrity. Earlier, 

the Hunt Commission had made similar recommendations. 

In response of this, the Federal Depository InstitutioEs Derep;ulation 

Act granted savings aEd loan associations consumer lending powers 

similar to those traditional exercised by banks. In addition, it expanded 
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the permissible investments of savings and loan assoications in instru­

ments other than loans, provided for the exercise of trust powers by 

associations, and permitted associations to make limited commercial and 

business loans which were first liens on real property. 

The Assembly Banking and Insurance Committee has released this 

legislation as part of a package of bills; in part, this is a means of 

preserving the dual Federal-State hanking system. Assembly Bill No. 

2118 is designed to proyide benefits to State-chartered savings and loan 

associations which are similar to those granted to Federal associations, 

thereby permitting the State and Federal associations to compete on 

an equal hasis. 

While preserving the traditional role of the Legislature in establish­

ing policy for State-chartered financial institutions, the Banking and 

Insurance Committee has amended the hill to grant certain discretionary 

authority to the Commissioner of Banking to promulgate regulations 

which are consonant with Federal regulations. The Banking and In­

surance Committee has also added an amendment which would permit 

the commissioner to promulgate rules and regulations to provide parity 

for State-chartered institutions in circumstances where additional 

powers granted to Federally-chartered institutions are not contrary to, 

or in conflict with, New Jersey statutory Ia-w. 
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This legislation makes a number of ehanges to the Savings and Loall 

Act (P. L. 1963, c. 144) to provide parity het-ween Stat~ chartered aud 

Federally chartered savings and loan associu.tiollS ill response to t1H~ 

recently enacted Federal Depusitory lllstitutiom; Deregulation ..Ad 

(Public Law 9G-221), which made sub;:;talltial changes ill th~ p)\;.-er;:; 

accordetl to triftillstitutions. As amended by the Assembly nall~Qng 

and Ill:mrauCB COllullittee, Assembly Dill i\o. 2118 contaills the follow­

ing pronSlOllS: 

Credit Cards: The hill permits savings :.l.llU IO&:.t a.ssociations to i.ssu~ 

credit cards suhject to th~ re,~uhltioJl uf the ComTIlissiouer of Ballb.ll~. 

IJrovided that the regulations are ;:;u!)sL.mtially ill conformity \\-ith th~ 

regulations of the Fedp.ral Home Loal! Ballk Board. 

Tmst Powers: The bill permits savings and loan associatiollS to 

u~sume trust po\\"ers to the same extent permitted to Federal sasin.;s 

alid louu associations. .Associations actilJp; ill this ficluCL:'1.ry capacity 

would be required to keep aU such accouuts and records sepan'..te from 

their own fuuds. Associations WOlllcl be required to deposit 8ecurit:i 3::; 

with State authorities ill cOllllection with such trust aecouuts to the 

same extent required of other fiduciaries. rrhe right of all a:::sociation 

to execute sueh powers would 1)8 determined l)y the cOllllllissioller; the 

cnpitcl awl surplus required .1.S a prerequisite tor en~agill~ ill tl'U:-it 

aeti\ities would 11e required to he the same a:3 vresC'riLelt for State 

banks, trust eOlllpallieoi, aurl other eor}-liJ.ratiolls. Tit? eOl)llllissiOlI~r 

would be empowen'(! to proBlnl:-:;ate regulations rcbtlYE' to the e;sL:1.li­

lishrutOnt oJ such tru::;t acti\"itie~, which wOltlcl lw r2(llUred to c-Ol:fol"nt 

to any Federal reg1l1atiolls which might }JP. promulgated. 

Muhwl Certificates: Assoeiatiol15 would be permitted to lSS~!e and 

sell to subscribers mutual r,l,piLtl cel'tiRcates, which would COr1Stillltf' 

pn.rt of the general rpsp,TP ,1l>1 ]let WOr th of tlH~ issning a~s.xi.ati.o!l. 

The C-f-l'ti flr'ates wOLt!(1 k:. :;uhunlin::dc tn .,,11 f'.a\in,'-!;'s aCCoullt2. ~:1,.--jn8"<; 

certific~te.:i.- and llebt ollligi\tiom;, Hnc! in tlte pvent of a liliu.idatio~\. 

\\:oulcl cOl1stihlte a chl1il 011 tltt: 1'.011(',;11 I't:sern:;s! siu'plus, :C11.1lU;di\Lcled 
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make loau:; or purclta::y loalls v;l:tl'h ;t is otlterh-l:-,e tmtlLorlzetl by Jaw 

to nm!;:e from allY ofEic,~r, directur, ,11,tocaey, or fJ[!ter Ullllidr::d per;-:Oll 

ill accorc1al1Ctl with ruhs ar;dn~.':~llbti()!l::i e;;t"Llis~i.;d by the l-'u18l'ul 

SD.\Tings und Loan Illsul'uuee Coq)/)ratioa '.dtich ;;u,;era such IO<.lil;;;. 

Limitations on Accounts: Tlt8 1<~bi::;1utioD. elLrniuJ.t8s the pres~HL 

$150)000.00 lirnitatiqn, that i~ pl'eS2utly estaLlis1J.ed fOl' Uil'y' 1l.:ellllJ2C 

holding oue or more accouuts Ul allY association. :Members would Le 

permitted to hold accolints of $:20,000.00, or lo/c of the ('.apital of th'd 

assoeiation, whichever is greater. 

jJortgage Lending A:uthority: The legiSlation p8rmits aS50c~ation~ 

to make certain loans for business or commercial purposes; if 8. loait 

is made solely for busilless or commercial pUll)oses~ the 101lil l~lust iJe 

secured by a first lien on real estate, and that clu::is of loan coulL! llut 

COllstitute more than 2070 of the assets of the as~ociatio1l7 or a highel' 

percentage \vlUch might Le set by the commissioner in acconlance- with 

a change in Federal law or reguiatioll governing asset limitation:). :l'im 

legislatioll also eliminates the present prohibition agaiust lelldll~g out­

side the State if the mortgaged property is more tllau 50 miles frOtH 

the prillc:ipal offic'e of the association; any out-or-state lending ...voultl 

be permitted. 

Straight MOJ'tgage Loans: The term of straight (unamortized) mort­

gage loans is raised by the legislation from 3 to 5 rears if the UlllOWtt 

of the loan is llot in excess of 60ro of the yalue ot the mortgaged prop­

erty. Interest all straight mortgage loans \vauld be required to be paiJ 

a.t least semiannually. 'The term of construction loans is extended by 

the bill from 3 :real"S to 5 years. 

Limitation OiL Ce'rtain Mortgage Loans as a Percentage of As::;ets: 

The legislation removes the restriction that loans made in excess of 

the permissible loall~to-valueratio Le limited to 25J~ of an association'::; 

assets. 

Leasehold and Condominium jJJ ortgages: The legislutioll removes 

the requirement that ::w association make only first lien mortgages oa 

leaseholds alld coudomiu!.wlls; they 'Would tb:refore be permitted to 

make second mortgage loalls 011 these properties. 

Other Permissible Loans: The bill pro\'ic1e's that associations 'would 

be permitted to make loans on mobile homes, installment IOems under 
.... 

Article 12 of the Uallking- Act of 1948 (P. L. 1948, e. tIT), udnl.llce (over­

dra.£~ checking) loans, and other seellred or unsecured loans for per­
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sanal, fawily, 01' h()ll':)t~}101cl Illtrpo;;e .., It:l'ler rules amI re.\:,rubti.olls p1'o­

mnlgT.tecl by tiLe COllillliSSiCWel" which al'e ill cO!tformity '\'flth the rule-s 

aJld re.~·ulatioll::; of the r"eli'':i~,l [Lome LO:1!l Baok Board. Se.:;ured (H" 

uJlseeured loans for Jwr:,o,ial, family, or' hOll::it'-ho:rl PUI1)i)S~3 vyodd b,.: 

~nb;ject to a lilnitation of ~(}j~ of the assets of the nssociJ.tion, or :;. 

higher perce]1ta~:'':~ of nssets \'.-hieh mi.d,t h" set by the commi3::;ioner i!l 

accontunce 'with a cha:l;';(! ill Fedpnd Jaw 01" regulatioll go\"enllug assd 

limitation. 

"Home Improvement Loans: In addition to their present pow~r~ 

associations would be penuitted to make home improver:1ent loaus" for­

construction. The permissible term for such luaus would be extendeti 

from 15 to 20 years. Loaus for equipping would be limited to $15,000.00. 

"Additional IurestmB7!t Powers: The legislation expands the permissi­

ble investments of savings and loan associations. Assoeiatio>ls couhl 

invest up to 3% of.their as~ets, instead of the present 1%, in servic& 

corporati01ls. Inadditiou, they would be permitted to illyest ill general 

obligations of the State or any political subdivisioH, make loans to 

financial institutiolls, brokers~ or dealers (which would permit inves-t­

Illent in Federal fUllds), invest in opell-elld management investment 

compallies snhject to the regulatioll of the COD.lIfljssioner, and invest ill 

conunel'cial paper alld corporate debt securities subject to the rules ami 

. regulations of the Federa.l Home Loan Bauk Board. Investment in 

commercial paper and corporate cleht securities would be subject to a 

limitation of 20'10 of the assets of the association, uj'11ess the limitation 

were raised by the c01ll.missio1!.er in response to an increase provided 

by Federal law' or regulatiml. The present limitation on the amount 

of an)- single 1ll0l"tg-dge loan is also removed, and the li...rnitation on 

such lending left to the regulation of the coumll&sioner. 

This legislation is part of a package of hills released by the Senate 

Labor, Industry and Professions Conuuittee in response to sib'"nifi.callt 

f'hanges ill tallking In.w awl regulation which have taken p1uce on the 

Federal level. '}'he Federal Depo:-:itory Institutions D~reg-da.tioH ..let 

(DIDA-;\IC~A) nw.rh" ::iubstankl.1 Clw.llges in the powers of \"ariolls Fdl­

erally chartered financial illstitntioJls as well as signifi.c~lUt chml~/~s III 

the relatiom;hip of Lite several killd~ of depo:sitory illstitl1tioll~. 

The Federal legis1atiul! significantly increased the powers of £"eder­

ally c1lartered thrit't il:stitutioll~. S,t\-illgS alld loan associations ha.\re 

traditiollally COllC:Plltratecl tlleir h.·nrllll,<,; powers in the are3. of residen­

tial Illortgages. nllriIl~: th'~ past deC'a[I~, howe-,-er, periods of e:xc<'.-~d­

ilwlv hivh intrrcJt. l"atc~ nnd tlte elllerbn-enee or competitors such asn.. .-:> 

money mad:et 1'111\11:; have res1l1t-e1Iir: increased interest on the part 

of Federal regllLtor:-- cLild ()tlH~rs [0 givp. a:,sntlations more tl~x.ibili.ty 



with n::6p;:.ct to th~ir ]('nllili.~· adi\itit~~ ;wd to ll\SUl"<: thpir finaacial 

illteg.rity. Ea1'1iel'. tLt· ilUl,t COlltllli::i:-;10n lUl.d InaJe siHlibr r<~cotlt~ 

menc1atioZls. 

sLruilar to tho:;e traditional excrcL:::,er.l \Jy banks. 11: ad,litioll,. it ex­

pandell the penllissil) Ie- iu .... estments at s~l.\·illgs Lwel IOLl.1t '~;)()CiU.ti.Ull:-; 

in mstrwnenh5 other than loans, }1l'o\'ided fOl' the exerci~e: of tn!$t 

pov;ers by associatiolls, alld permittell a::;sociatlon::> to lU.<J..t.-e limite!! 

commercial and business loans which were first liells On real prollel"ty. 

The Senate Labol'~IIldustryand Profe::;siolls COlluuittee released t~ 

legislatioll as part of a package of })1115; ill part, this is a.. meau;.;. of 

preserving the<.Iual Federal-State ballkllig system. AssemhlyP ill l\o. 

2118 is desigueU to provide bellefits to State-dw.l'tcreu S,l\'lj:i~;:;aml loaa 

associatiollS Wllich a.re swulul' to tho~e granted to :Federul ~so~i.ati.ou::;, 

thereby permittiug the State a.nd Peden),l associatlOns. to COlllPt~U.: 01\ 

an ef!"uaI basi~. 

While preservlllg the traditional rule of the Legisla.tme ill establish­I 
I 
I ing policy for State-ehartered fiUCl.l~0ic.l institutions, the AssemLl}
I 

t- Banking and lusurance Colltlllitte€ lI2.s alllended the bill to gr<illt cer­

tain diseretiollary authority to the c.;OIlUUlssloller of e<l.llkill~ to promul­

gate regulatiolls which are COnSOll3.ut ''lith Federal regulati.ons. Til~ 

Banl-dng and Insurance COlwllittee has also added all mmmdnieut wludl 

would penillt the COIlUuu:>sioller to promulgate nIles and. regulations to 

pro\ide parity fOl" State-chartered imtitutioHs ill circumstances where 

additiollal pov·,ers granted to Federally-chartered imtitutiol1s arc not 

contrary to, or ill confiict , ....-jtlt, Xew Jersey statutory law. 

The bill was further iUlltmded 011 the Assembly floor to exempt. 'le· 

counts opened as a result of the maturity of au iJlsta.llment sltare aceoullt 

from the $:20,000.00 linutaticw all aCcotUlts held in allY one Sta.b~ H:-)­

sociatloll. Other floor ame1J(i1ll8nb \\"1:01'8 teclmicp.l in nature. 


	CHECKLIST
	FINAL TEXT OF BILL

	SPONSOR'S STATEMENT

	ASSEMBLY COMMITTEE STATEMENT

	SENATE COMMITTEE STATEMENT




