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CHAPTER 74.

[H. B. 49.]

INVESTMENTS AND DEPOSITS BY MUTUAL SAVINGS
BANKS.

AN Aot relating to and regulating investments and deposits by
mutual savings banks.

Be it enacted by the Legislature of the State of
Washington:

Secrion 1. The words ‘‘mutual savings bank”’
and ‘‘savings bank’’ whenever used in this act, shall
mean a mutual savings bank organized and exist-
ing under the laws of the State of Washington.

The words ‘‘its funds’’ whenever used in this
act, shall mean and include, moneys deposited with
a mutual savings bank, sums credited to the guar-
anty fund of a mutual savings bank, and the income
derived from such deposits and/or fund.

Sec. 2. A mutual savings bank shall have the
power to invest its funds in the manner hereinafter
in this act specified and not otherwise.

Sec. 3. A mutual savings bank may invest its
funds in the bonds or interest bearing notes or obli-
gations of the United States or the Dominion of
Canada or those for which the faith of the United
States or the Dominion of Canada is pledged to
provide for the payment of the interest and princi-
pal, including bonds of the District of Columbia:
Provided, That in the case of bonds of the Dominion
or those for which its faith is pledged the interest
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and principal be payable in the United States or
with exchange to a city in the United States and in
gold coin of the United States or its equivalent.

Sec. 4. A mutual savings bank may invest its
funds in the bonds or interest bearing obligations of
this state issued pursuant to the authority of any
law of this state.

Sec. 5. A mutual savings bank may invest its
funds in the bonds or interest bearing obligations of
any other state of the United States upon which
there is no default, and upon which there has been
no default for more than ninety days: Provided,
That within ten years immediately preceding the
investment such state has not been in default for
more than ninety days in the payment of any part
of the principal or interest of any debt duly author-
ized by the legislature of such state to be contracted
by such state since January 1st, 1878. ‘

Sec. 6. A mutual savings bank may invest its
funds in the valid interest bearing warrants or bonds
of any city, town, county, school district, port dis-
trict, water distriet or other municipal corporation
in the State of Washington issued pursuant to law
and for the payment of which the faith and credit
of such municipality, county or district is pledged
and taxes are leviable upon all taxable property
within its limits. The bonds of any first or second
class city of this state for the payment of which the
entire revenue of the city’s water system less main-
tenance and operating costs is irrevocably pledged,
even though the bonds are not general obligations
of the city.

Skc. 7. A mutual savings bank may invest its
funds in the valid bonds of any incorporated city,
county, school district, village or town situated in
one of the states of the United States which adjoius
the State of Washington. If at any time the indebt-
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edness of any such city, school district, town or vil-
lage, together with the indebtedness of any other
district or other municipal corporation or subdivi-
sion (except a county) which is wholly or in part
included within the boundaries or limits of said
city, school district, town or village, less its water
debt and sinking fund, shall exceed twelve per
centum, or the indebtedness of any such county less
its sinking fund shall exceed seven per centum, of
the valuation of said city, county, school district,
town or village for the purposes of taxation, its
bonds shall thereafter, until such indebtedness shall
be reduced to the prescribed limitation, cease to be

an authorized investment for the moneys of savings
banks.

Sec. 8. A mutual savings bank may invest its
funds in the bonds of any incorporated city situated
in any other state of the United States: Prowvided,
Such city has a population as shown by the federal
census next preceding the investment, of not less
than forty-five thousand inhabitants, and was incor-
porated as a city at least twenty-five years prior to

the making of the investment, and has not since Jan-

vary 1, 1907, defaulted for more than ninety days
in the payment of any part of principal or interest
of any bond, note or other indebtedness, or effected
any compromise of any kind with the holders there-
of, but if at any time the indebtedness of any such
city, together with the .indebtedness of any district
(other than local improvement district) or other
municipal corporation or subdivision, except a
county, which is wholly or in part included within
the bounds or limits of said city, less its water debt
and sinking fund, shall exceed twelve per centum
of the valuation of such city for purposes of taxa-
tion, its bonds shall thereafter, and until such in-
debtedness shall be reduced to twelve per centum
of such valuation, cease to be an authorized invest-
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ment of the moneys of mutual savings banks; or
Provided, Such city has a population as shown by
the last decennial federal census of not less than
150,000 inhabitants, and has taxable real property
with an assessed valuation in excess of $200,000,000,
and has power to levy taxes on the taxable real
property therein for the payment of such obliga-
tions without limitation of rate or amount, its bonds
shall be legal for.investment by mutual savings
banks.

Sec. 9. A mutual savings bank may invest not
to exceed fifteen per cent of its funds in the bonds
of any local improvement district of any city or
town of this state (except bonds issued for an im-
provement consisting of grading only) unless the
total indebtedness of the district after the comple-
tion of the improvement for which the bonds are
issued, plus the amount of all other assessments of
a local or special nature against the land assessed
or liable to be assessed to pay the bonds, exceed fifty
per cent of the value of the benefited property, ex-
clusive of improvements, at the time the bonds are

"purchased or taken by the bank, according to the

actual valunation last placed upon the property for
general taxation. Before any such bonds are pur-
chased or taken as security the condition of the dis-
triet’s affairs shall be ascertained and the property
of the district examined by at least two members of
the board of investment who shall report in writing
their findings and recommendations; and no bonds
shall be taken unless such report be favorable, nor
unless the executive committee of the board of trus-
tees after careful investigation is satisfied of the
validity of the bonds and of the validity and suffi-
ciency of the assessment or other means provided
for payment thereof: Provided, That, excepting
bonds issued by local improvement districts in cities
of the first or second class, for improvements or-



Ca. 74.] SESSION LAWS, 1929.

dered after June 7, 1927, no local improvement dis-
trict bonds falling within the twenty-five per cent in
amount of any issue last callable for payment, shall
be acquired or taken as security.

Sec. 10. A mutual savings bank may invest not
to exceed five per cent of its funds in the bonds of
any irrigation, diking, drainage, diking improve-
ment, or drainage improvement district of this
state, unless the total indebtedness of the district
after the completion of the improvement for which
the bonds are issued, plus the amount of all other
assessments of a local or special nature against the
land assessed or liable to be assessed to pay the
bonds, exceeds forty per cent of the value of the
benefited property, exclusive of improvements, at
the time the bonds are purchased or taken by the
bank, according to the actual valuation last placed
upon the property for general taxation.

Before any such bonds are purchased or taken
as security the condition of the district’s affairs
shall be ascertained and the property of the district
examined by at least two members of the board of
investment of the mutual savings bank, who shall
report in writing their findings and recommenda-
tions; and no bonds shall be taken unless such re-
port be favorable, nor unless the executive commit-
tee of the board of trustees after careful investiga-
tion is satisfied of the validity of the bonds and of
the sufficiency of the assessment or other means pro-
vided for payment thereof: Provided, however,
That no mutual savings bank shall invest a sum
greater than three per cent of its funds, or, in any
event, more than three hundred thousand dollars
($300,000), in the bonds of any one district de-
scribed in this section.

Sec. 11. A mutunal savings bank may invest its
funds in the following obligations of railroad cor-
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porations: Obligations issued, assumed or guaran-
teed as to principal and interest by endorsement
by, or so guaranteed which guaranty has been as-
sumed by, a railroad corporation or a successor rail-
road corporation thereof, incorporated under the
laws of the United States or any state thereof, own-
ing and operating not less than 500 miles of stand-
ard gauge railroad, exclusive of sidings: Provided,
That if the mileage so owned shall be less than 500
miles, the railway operating revenues from the op-
eration of such railroad shall have been not less
than $10,000,000 each year for at least five of the
six fiscal years next preceding such investment; or
obligations guaranteed as to principal and interest
by, or so guaranteed which guaranty has been as-
sumed by, such railroad corporation under the terms
of a lease extending to a date not earlier than the
maturity of the obligations so guaranteed, which
lease shall provide that the rental thereunder shall
be not less than twice the fixed charges of the lessor:
Provided further, That in each year for at least
five of the six fiscal years next preceding such in-
vestment, the amount of earnings of such railroad
corporation after deducting rent for hire of equip-
ment and joint facility rents, if any, from gross
income shall have been not less than one and one-
half times the remaining deductions from such gross
income as defined by the accounting regulations of
the interstate commerce commission: Provided
further, That such railroad corporation each year
for at least five out of the six fiscal years next pre-
ceding such investment shall have paid dividends in
cash upon its capital stock equivalent to at least 14
of such deductions: Provided further, That at no
time within such period of six years such railroad
corporation shall have failed regularly and punctu-
ally to pay the matured principal and interest of
all its mortgage indebtedness: Provided further,
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That all obligations so authorized for investment
shall be

(a) Fixed interest bearing bonds secured by di-
rect mortgage on railroad operated by such railroad
corporation; or )

(b) Bonds secured by first mortgage upon termi-
nal, depot, bridge or tunnel property, including
lands, buildings and appurtenances, used in the serv-
ice of transportation by one or more such railroad
corporation, provided that such bonds be the direct
obligation of, or that payment of principal and
interest thereof be guaranteed by endorsement by,
or guaranteed by endorsement which guaranty has
been assumed by, one or more such railroad corpora-
tions; or :

(¢) Debenture bonds of such railroad corpora-
tion secured by irrevocable pledge as collateral
under a trust agreement of other railroad bonds that
are legal investment for savings banks under this
section, have a maturity not earlier than the bonds
that they secure and of a total face amount not less
than the total face amount of the bonds that they
secure; or

(d) Fixed interest bearing mortgage bonds other
than those described in paragraph (a) hereof, in-
come mortgage bonds, collateral trust bonds other
than those described in paragraph (c) hereof, or un-
secured bonds, issued, assumed or guaranteed as to
principal and interest by endorsement by, or so
guaranteed which guaranty has been assumed by,
such railroad corporation, the amount of earnings
of which each year for at least five of the six fiscal
years next preceding such investment after deduec-
ting rent for hire of equipment and joint facility
rents, if any, from gross income shall have been not
less than twice the remaining deductions from such
gross income as defined by the accounting regula-
tions of the interstate commerce commission, in-
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cluding interest on such income mortgage bonds, if
any, and the net income of which after such de-
ductions shall have been not less than $10,000,000
each year for at least five of the six fiscal years next
preceding such investment, and which railroad cor-
poration shall have made the dividend and principal
and interest payments hereinbefore required: Pro-
vided, further, That not more than twenty-five per
centum of the funds of any savings bank shall be
invested in the bonds, notes and certificates defined
herein and in section 12 of this act, and not more
than five per centum of its funds shall be invested
in the bonds, notes and certificates of any one such
railroad corporation. Street railroad corporations
shall not be considered railroad corporations within
the meaning of this section.

Sec. 12. A mutual savings bank may invest its
funds in the mortgage bonds of any class one rail-
road, as defined by the interstate commerce com-
mission, meeting the following requirements:

(1) Such railroad shall have carried fifty net
revenue ton miles per year each year for the five
years next preceding the proposed investment for
each dollar of mortgage bonds of the funded debt
of the railroad prior or equal in lien to such bonds,
and

(2) Such railroad shall have had a traffic density
of at least one million net revenue ton miles per mile
of line mortgaged to secure such bonds each and
every year for a period of at least five years prior
to- the investment by any mutual savings bank in
such bonds, and

(3) The trust indentures of such bonds and of
any bonds prior in lien to such bonds secured by
mortgages on said railroad and portions thereof
shall prohibit the issuance of any additional bonds
equal or prior in lien to such bonds except for the
purpose of retiring existing prior lien bonds.
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Sec. 13. A mutual savings bank may invest not
to exceed fifteen per cent of its funds in railroad
equipment obligations or equipment trust certificates
which comply with the following requirements:

(a) They must be the whole or part of au issue
originally made payable within not more than
fifteen years in annual or semi-annual installments
substantially equal in amount beginning not later
than one year after the date of the issue.

(b) They must be secured by or be evidence of
a prior or preferred lien upon or interest in, or of
reservation of title to, the equipment in respect of
which they have been issued or sold, or by an as-
signment of or prior interest in the rent or pur-
chase notes given for the hiring or purchase of such
equipment.

(¢) The total amount of principal of such issue
of equipment obligations or trust certificates shall
not exceed eighty-five per centum of the cost or
purchase price of the equipment in respect of which
they were issued.

(d) The remaining fifteen per centum of said
cost or purchase price shall have been paid by or
for the account of the corporation so constructing,
acquiring, purchasing or leasing said equipment, or
by funds loaned or advanced for the purpose by the
government of the United States or one of its
agencies or instrumentalities but subordinated as to
security, in the event of default, to the prior or pre-
ferred equipment obligations or equipment trust
certificates.

Sec. 14. The words ‘‘gross operating reve-
nues’’ whenever used in this section and in sections
15 and 16 of this act, shall mean and include the
total amount earned from the operation of all prop-
erty owned or operated and/or leased and operated
by the corporation as shown by the official reports
issued by the corporation.
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The words ‘‘operating expenses’’ when used in
this section and in sections 15 and 16 of this act,
shall mean and include all expenses of operation;
current maintenance; all taxes, other than federal
and state income taxes; and proper provision for
the retirement of the physical property of the cor-
poration.

The words ‘“proper provision for the retirement
of the physical property of the corporation’’ when
used in this section and in sections 15 and 16 of
this act, shall mean that for five years next pre-
ceding the proposed investment, the amount which
the corporation shall have appropriated for retire-
ment reserve, together with any part of the earn-
ings not appropriated for dividends or other pur-
poses but retained as a corporate surplus, shall have
averaged per year not less than four per cent of the
book value of all physical assets other than land
or interest in lands, where such segregation of such
assets is available, or shall have averaged per year
not less than two and one-half per cent of the book
value of all physical assets: Provided, however,
That in the case of assets utilized in supplying
water, the words ‘‘proper provision for the retire-
ment of physical property of the corporation’’ shall
mean, that for the five years next preceding, the
amount which the corporation shall have appropri-
ated for retirement reserve together with any part
of the earnings not appropriated for other purposes
but retained as a corporate surplus shall have
averaged per year not less than one per cent of the
book value of all physical assets, other than land,
used in water supply.

Book value of all physical assets wherever used
in this section and in sections 15 and 16 of this act
shall mean the book cost of the fixed capital of the
corporation, less the balance retained in the retire-
ment reserve and less the earned surplus of the
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corporation not appropriated for dividends or other
purposes, but retained as corporate surplus.

The words ‘‘fixed charges’’ whenever used in
this section and in sections 15 and 16 of this act,
shall mean and include all rentals for property
operated under lease, interest on all indebtedness,
guaranteed and assumed interest and dividends, and
an amount sufficient to amortize any discount on
outstanding securities within a reasonable time.

The words ‘‘net earnings of the corporation”’
whenever used in this section and in sections 15 and
16 of this act, shall mean the balance obtained by
deducting from the gross operating revenue the
operating expenses of the corporation as herein de-
fined, and by adding to this balance the income of
the corporation from securities and miscellaneous
sources, but not to exceed, however, fifteen per cent
of such balance.

Corporations supplying water chiefly for the pur-
pose of irrigation shall not be deemed to be en-
gaged in the business of supplying water within the
meaning of this section and of sections 15 and 16 of
this act.

Src. 15. A mutual savings bank may invest not
to exceed fifteen per cent of its funds in the mortgage
bonds of corporations incorporated under the laws
of the United States or of any states thereof, and
engaged in the business of supplying telephone
service, electric energy, artificial gas, and/or water,
meeting the following requirements:

(1) At least seventy-five per cent of the gross
operating revenues of such corporation shall be de-
rived from such business and shall have been de-
rived from such business each year for the five years
next preceding the proposed investment, unless
the corporation shall be engaged in the business of
furnishing telephone service or electrical energy and
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shall meet the requirements of section 16 of this
act.

(2) The corporation shall be subject to regula-
tion by a public service commission or other similar
regulatory body duly established by the laws of the
United States or of the states in which such cor-
poration transacts such business.

(3) For a period of at least five fiscal years next
preceding the investment by any mutual savings bank
in the bonds of any such corporation the official re-
ports issued by the corporation shall show:

(a) Gross operating revenues of at least one mil-
lion dollars for each of said years;

(b) That such corporation has paid regularly
and promptly the matured interest and matured
principal of all its indebtedness, direct, guaranteed
or assumed ; and

(¢) That the net earnings of such corporation
shall have averaged per year not less than twice
the average annual fixed charges and for the last
fiscal year preceding such investment such net earn-
ings shall have been not less than twice the fixed
charges for the full year:

Provided, however, That where any such cor-
poration shall have acquired its property or any
substantial part thereof within the period of the five
fiscal years next preceding, either by purchase from
or merger or consolidation with any other corpora-
tion or corporations, the gross operating revenues,
net earnings and fixed charges of the several pre-
decessor or constituent corporations shall be con-
solidated and adjusted for the purpose of deter-
mining the qualifications of the bonds under the
requirements of this section.

(4) The bonds of such corporation shall comply
with the following requirements:

(a) The bonds shall be part of an original issue
of not less than one million dollars, and



CH. 74.] SESSION LAWS, 1929.

(b) The bonds shall be either

(1) Mortgage bonds secured by a first or re-
funding mortgage secured by property owned and
operated by the corporation issuing or assuming
them, or

(2) Senior mortgage bonds secured by property
owned and operated by the corporation issuing or
assuming them, and which such senior mortgage
bonds have been authorized to be refunded and re-
tired by a junior mortgage authorizing refunding
bonds which comply with the requirements of this
section. Such senior mortgage shall be either a
closed mortgage or shall remain open solely for the
issue of additional bonds which are to be pledged
under such junior mortgage.

(c¢) The aggregate principal amount of bonds
described in this paragraph, secured by first or re-
funding mortgages, plus the principal amount of all
outstanding bonds issued under senior mortgages
shall not exceed sixty per cent of the value of the
physical property owned as shown by the books of
the corporation and subject to the lien of such
mortgage or mortgages securing the total mortgage
debt.

(d) If the bonds are secured by a refunding
mortgage such mortgage shall provide for the retire-
ment on or before the date of their maturity of all
bonds secured by prior liens on the property.

. (5) Not more than five per cent of the funds of
any mutual savings bank shall be invested in the
bonds of any one such telephone, electric, gas and/or
water corporation.

Sec. 16. A mutual savings bank may invest not
to exceed five per cent of its funds in the bonds of
corporations engaged in the business of furnishing
telephone service or electrical energy, meeting the
following requirements, even though less than
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seventy-five per cent of the gross revenues is derived
from the operation of such property:

(1) Such corporation shall be subject to regu- .
lation by the interstate commerce commission or by
the public service commission or similar regulatory
body of the states in which it operates;

(2) The official reports issued by the corpora-
tion for a period. of ten fiscal years next preceding
the investment in any such bonds shall show annual
gross revenues of not less than $50,000,000.00 during
any year;

(3) Such corporation shall have paid regularly
and promptly each and every year for ten years next
preceding the investment the matured interest and
matured principal of all its indebtedness, direct,
guaranteed or assumed;

(4) The net earnings of the corporation avail-
able for fixed charges for the ten year period next
preceding such investment shall have been not less
than three times such fixed charges durmg any
year;

(5) Such bonds shall be part of an original issue
of at least $5,000,000.00; and

(6) Not more than two per cent of the funds of
any mutual savings bank shall be invested in such
bonds of any one such corporation. '

Sec. 17. A mutual savings bank may invest not
to exceed twenty per cent of its funds in bankers’
acceptances and bills of exchange of the kind and
character following:

(1) Bankers’ acceptances, and bills of exchange
made eligible by law for rediscount with federal
reserve banks, provided the same are accepted by a
bank or trust company which is a member of the
federal reserve system and which has a capital and
surplus of not less than two million dollars.

(2) Bills of exchange drawn by the seller on the
purchaser of goods and accepted by such purchaser,
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of the kind made eligible by law for rediscount with -

federal reserve banks, provided the same are in-
dorsed by a bank or trust company which is a mem-
ber of the federal reserve system and which has a
capital and surplus of not less than two million
dollars.

The aggregate amount of the liability of any bank
or trust company to any mutual savings bank,
whether as principal or indorser, for acceptances
held by such savings bank and deposits made with
it, shall not exceed twenty-five per cent of the paid
up capital and surplus of such bank or trust com-
pany, and not more than five per cent of the funds
of any mutual savings bank shall be invested in the
acceptances of or deposited with a bank or trust
company of which a trustee of such mutual savings
bank is a director.

Sec. 18. A mutual savings bank may invest its
funds in promissory notes payable to the order of
the savings bank upon demand, secured by the
pledge or assignment of any bonds, warrants, or
interest bearing obligations lawfully purchasable by
a savings bank, or secured by pledge or assignment
of one or more real estate mortgages of the class
described in sections 20 and 21 of this act, but no
such loan shall exceed ninety per centum of the cash
market value of such securities so pledged. Should
any of the securities so held in pledge depreciate in
value after the making of such loan, the savings
bank shall require an immediate payment of such
loan, or of a part thereof, or additional security
therefor, so that the amount loaned thereon shall at
no time exceed ninety per cent of the market value
of the securities so pledged for such loan.

Sec. 19. A mutual savings bank may invest its
funds in promissory notes made payable to the order
of the savings bank on demand, secured by the
pledge and assignment of the pass book of the
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mutual savings bank as collateral security for the
payment thereof. No such loan shall exceed the
balance due the holder of such pass book as shown
herein.

Sec. 20. A mutual savings bank may invest not
to exceed seventy-five per cent of its funds in loans
secured by first mortgages on real estate subject to
the following restrictions:

In all cases of loans upon real property, a note
secured by a mortgage on the real estate upon which
the loan is made shall be taken by the savings bank
from the borrower.

The savings bank shall also be furnished by the
borrower, either

(a) A complete abstract of title of the mortgaged
property, which abstract shall be signed by the
person or corporation furnishing the abstract of
title, and which abstract shall be examined by a
competent attorney and shall be accompanied by his
opinion approving the title and showing that the
mortgage is a first lien; or '

(b) A policy of title insurance; or

(¢) A duplicate certificate of ownership 1ssued
by a registrar of titles.

The real estate subject to such first mortgage
must be improved to such extent that the net annual
income thereof or reasonable annual rental value
thereof in the condition existing at the time of mak-
ing the loan is sufficient to pay the annual interest
accruing - on such loan in addition to taxes and in-
surance and all aceruing charges and expenses. ’

No loan on real estate shall be for an amount
greater than fifty per cent of the value of such real
estate, including improvements.

The mortgage shall contain provisions requiring
the mortgagor to maintain insurance on the build-
ings on the mortgaged premises to such reasonable
amount as shall be stipulated in the mortgage, the
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policy to be deposited with the savings bank and to
be payable to it in event of loss: Provided, however,
That the savings bank may, at its option, forego in-
surance in either of the following cases:

(a) A loan upon agricultural land, or

(b) A loan upon a feehold interest in urban
property subject to an outstanding lease.

A loan may be made on real estate which is to be
improved by a building or buildings to be con-
structed with the proceeds of such loan, if it is ar-
ranged that such proceeds will be used for that pur-
pose and that when so used the property will be im-
proved to the extent required by this section.

No mortgage loan, or renewal or extension
thereof for a period of more than one year, shall
be made except upon written application showing
the date, name of the applicant, the amount of loan
requested, and the security offered, nor except upon
the written report of at least two members of the
board of investment of the bank certifying on such
application according to their best judgment the
value of the property to be mortgaged and recom-
mending the loan; and the application and written
report thereon shall be filed and preserved with the
savings bank records.

Every mortgage and assignment of a mortgage
taken or held by a savings bank shall be taken and
held in its own name, and shall immediately be
recorded in the office of the county auditor of the
county in which the mortgaged property is located.

A mortgage on real estate shall be deemed a first
mortgage and lien within the meaning of this section
even though

(1) There is outstanding upon the real estate a
lease to which the mortgage is subject, and two
members of the board of investment of the bank
deem the lease advantageous to the owner of the
mortgaged property, and the mortgagee in case of
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foreclosure of the mortgage can compel the appli-
cation upon the mortgage debt of substantially all
of the rents thereafter to accrue; and/or '

(2) There are outstanding non-delinquent taxes
or special assessments or both, and the sum of the
assessments and the amount of the loan does not
exceed fifty per cent of the value of the property.

Sec. 21. A mutual savings bank may invest its
funds in loans secured by first mortgages upon
leasehold estates in improved real property, subject
to the following restrictions:

In all cases of loans upon leasehold estates, a
note secured by a mortgage upon the leasehold
interest upon which the loan is made shall be taken
by the savings bank from the borrower.

The savings bank shall also be furnished by the
borrower, either '

(a) A complete abstract of title of the mortgaged
property, which abstract shall be signed by the per-
son or corporation furnishing the abstract of {title,
and which abstract shall be examined by a com-
petent attorney and shall be accompanied by his
opinion approving the title and showing that the
mortgage is a first lien upon the leasehold estate;

- or

(b) A policy of title insurance; or

(e¢) A duplicate certificate of owmership issued
by a registrar of titles.

The leasehold estate subject to such mortgage
must be an interest in real estate in a city which has
a population in excess of 100,000 according to the
latest federal decennial census.

The mortgage shall contain provisions requiring
the mortgagor to maintain insurance on the build-
ings in such reasonable amount as shall be stipu-
lated in the mortgage, the policy to be payable to the
mutual savings bank in case of loss.
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No mortgage loan upon a leasehold, or any re-
newal or extension thereof for a period of more than
six months, shall be made except on a written ap-
plication showing the date, the name of the appli-
cant, the amount of the loan requested, and the
security offered, nor except upon the written report
of at least two members of the board of investment
of the bank certifying upon such application ac-
cording to their best judgment the value of the lease-
hold interest to be mortgaged and recommending
the loan; and the application and written report
thereon shall be filed with the bank records.

Every leasehold mortgage and every assignment
of a leasehold mortgage taken or held by a savings
- bank shall be taken and held in its own name and
shall immediately be recorded in the office of the
county auditor of the county in which the property
under lease is situated.

No mutual savings bank shall loan upon a lease-
hold interest in real estate unless,

°

(a) The lease contains a provision requiring the
feeholder or his successors in interest to notify, in
writing, the holder of any mortgage on the lease-
hold estate of any default on the part of the lessee
in the performance of the obligations of the lease
within ten days after such default shall have oc-
curred and unless the lease also provides that in the
event of default of the lessee of the performance of
any of the covenants of the lease, no forfeiture of
the lease shall take place until thirty days after the
holder of the mortgage on the leasehold estate shall
have been served by the feeholder or his successors
in interest with written notice of the default and of
intention to forfeit the lease, or

(b) In event the lease does not contain the pro-
visions above described, the savings bank, prior to
such loan, shall have obtained an agreement from
the owner of the feehold to notify the savings bank
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of any default on the part of the lessee in the per-
formance of the obligations of the lease within ten
days after such default shall have occurred, and that
in event of default of the lessee in performance of
any of the covenants of the lease, no forfeiture of
the lease shall take place until thirty days after the
savings bank shall have been served by the fee-
holder or his successors in interest with written
notice of the default and of intention to forfeit the
lease. Such agreement shall be signed by the owner
of the feehold estate and by all other persons or
corporations holding a mortgage or other interest
in the feehold estate, and shall be in such form as
to bind their successors in interest, and shall be im-
mediately recorded in the office of the county au-
ditor of the county in which the property is situated.

No loan shall be made upon a leasehold interest
in real estate for a period in excess of ten years, or
in any case where the lease is to expire in less than
twenty years, nor upon a leasehold interest where
the lease has run less than five years at the date of
making or purchasing the loan.

No loan shall be made upon a leasehold interest
in real estate unless its terms require substantially
equal semi-annual, quarterly or monthly payments
which, if continued at the same rate, would extin-
guish the debt at least ten years prior to the ex-
piration of the lease.

Whenever used in this section the words ‘‘annual
gross income’’ of the leasehold estate shall mean the
sum remaining after deducting all of the expenses
of operation, repairs, maintenance, cost of manage-
ment, taxes, assessments and insurance premiums,
for .a given year, from the gross revenue of that
year.

‘Whenever used in this section the words ‘‘mini-
mum gross income’’ shall be the least annual gross
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income, as above defined, actually obtained during
the three-year period preceding the date of the loan.

Whenever used in this section the words ‘‘stand-
ard annual rental’’ shall mean the maximum rental
to be paid under the lease during the life of the loan
and for a period ending three years after the ma-
turity of the loan. In event the rental during the
life of the loan, and including a period ending three
years after the maturity of the loan, is uniform,
then such uniform rental shall be the standard an-
nual rental.

Whenever used in this section the words ‘‘stand-
ard net income’’ shall mean the remainder obtained
by deducting the standard annual rental from the
minimum annual gross income as above defined.

Whenever used in this section the words ‘‘ap-
praised value of the leasehold estate’’ shall mean
the sum obtained by a summation of the present
values of a series of annual payments each equal in
amount to the standard net income for the unex-
pired period of the leasehold estate. In the calcu-
lation of present value of future income such in-
come shall be subjected to compound discount at a
rate not less than eight per cent per annum.

No savings bank shall make any loan upon a
leasehold estate unless the standard net income
thereof as above defined shall be equal to or greater
than the standard annual rental.

In event the standard net income is greater than,
but less than twice, the standard annual rental, the
savings bank may loan not to exceed thirty-five per
cent of the appraised value of the leasehold estate
as defined herein. ‘

In event the standard net income is greater than
twice but less than four times the standard annual
rental, the savings bank may loan not to exceed
forty per cent of the appraised value of the lease-
hold estate as defined herein.
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In event the standard net income is greater than
four times but less than eight times the standard
annual rental, the savings bank may loan not to
exceed forty-five per cent of the appraised value of
the leasehold estate as defined herein.

In event the standard net income is greater than
eight times the standard annual rental, the savings
bank may loan not to exceed fifty per cent of the
appraised value of the leasehold estate as defined
herein.

Not more than seventy-five per cent of the funds
of a mutual savings bank shall be invested in mort-

gage loans upon real estate and/or real estate lease-
holds.

Sec. 22. A mutual savings bank may invest

its funds in real estate as follows:

(1) A tract of land whereon there is or may be

erected a building or buildings suitable for the con-

venient transaction of the business of the savings
bank, from portions of which not required for its
own use revenue may be derived: Provided, That
the cost of the land and building or buildings for the
transaction of the business of the savings bank shall
in no case exceed twenty-five per centum of the
guaranty fund of the savings bank, except with the

-approval of the supervisor of banking; and before

the purchase of such property is made, or the erec-
tion of a building or buildings is commenced, the
estimate of the cost thereof, and the cost of the com-
pletion of the building or buildings, shall be sub-
mitted to and approved by the supervisor of bank-
ing;

(2) Such lands as shall be conveyed to such
savings bank in satisfaction of debts previously con-
tracted in the course of its business;

(3) Such lands as such savings bank shall pur-
chase at sales under Judgments, decrees or mort-
gages held by it.
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All real estate purchased by any such savings
bank, or taken by it in satisfaction of debts due it,
shall be conveyed to it directly by name, and the
conveyance shall be immediately recorded in the
office of the proper recording officer of the county
in which such real estate is situated.

Every parcel of real estate purchased or ac-
quired by any such savings bank, shall be sold by it
within five years from the date on which it was
purchased or acquired, or in case it was acquired
subject to a right of redemption, within five years
from the date on which the right of redemption ex-
pires, unless:

(1) There shall be a building thereon occupied
by the savings bank as its offices, or

(2) The supervisor of banking, on application of
the board of trustees of the savings bank, shall have
extended the time within which such sale shall be
made.

Sec. 23. No mutual savings bank shall deposit
any of its funds with any bank, trust company or
other monied corporation or concern which has not
been approved by the supervisor of banking as a de-
positary. for the savings bank’s funds and desig-
nated a depositary by vote of a majority of the
trustees of the savings bank, exclusive of any trus-
tee who is an officer, director or trustee of or who
is interested in the depositary so designated.

Sec. 24. A mutual savings bank may deposit
securities owned by it, for safe keeping, with any
duly designated depositary for the bank’s funds.
The written statement of the depositary that it holds
for safe keeping specified securities of a savings
bank may be taken as evidence of the facts therein
shown by any public officer or any officer of the bank
or committee of its trustees whose duty it is to
examine the affairs and assets of the bank.
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Sec. 25. The trustees of every mutual savings
bank shall as soon as practicable invest the moneys
deposited with it in the securities prescribed in this
act: Provided, That for the purpose of paying with-
drawals in excess of receipts, and meeting accruing
expenses, or for the purpose of awaiting a more
favorable opportunity for judicious investment, any
such bank may keep on hand or on deposit in one or
more banks or trust companies in this state or in the
city of New York, state of New York, the city of
Chicago, state of Illinois, the city of Portland, state
of Oregon, or the cities of San Francisco or Los
Angeles, state of California, an available fund not
exceeding twenty per centum of the aggregate
amount credited to its depositors, but the sum de-
posited by any such savings bank in any one bank
or trust company shall not exceed twenty-five per
centum of the paid up capital and surplus of the
bank or trust company in which the deposit is made,
and no more than five per centum of the aggregate
amount credited to the depositors of any such sav-
ings bank shall be deposited in a bank or trust com-
pany of which a trustee of such savings bank is a
director.
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