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Suggestion No

Suggestion No

Insert after the word *corporation" on p
lowing words;

the fol-

Suggestion No, 2.

"and to the Reconstruction Finance Corporstion^ if
it owns or holds as pledgee any preferred stock,
capital notes, or debentures of such bank9"

Shis suggestion is for the purpose of providing notice to Becon-
structioB Finance Corporation of the intention of a bank to
withdraw from membership In the insurance fund provided by the
Federal Deposit Insurance Corporation»

Insert «ft#r the word ""Corporation'* on page 13g line 149 the
foliovi^g -.sords:

"and to the Reconstruction Finance Corporation,
if it owns or holds as pledgee any-preferred

notes£ or debentures of such ban! •

This suggestion is for the same purpose as suggestion No»

£ rike the word nandM appearing or* pa^a 13, line 25 9 and the
wore fta".solt appearing on paga 14 P line 1, and insert after t
conuaa and before the words "a state-flan V en page 14, line 2?

the words "and, in all cases, to the Reconstructio... 7i
Corporation if it owns or holds as pledgee any preferr ck,
I ttal notes, or debentures of any such bank8

w

this suggestion is for the purpose of providing notice by Federal
Deposit Insurance Corporation to Reconstruction Finance Corpor
tion before terminating the insured stat'j* of the haiik on account
of improper practices*

Insert after the word "stock" an page 360 line t9 the following
wordsi

Hor Interest on its capital notes or debentures
(if sush interest is required to be paid only
out of net profits)^1*

This suggestion relates to the section of the bill which pro-
hibits a bank from paying dividends on its capital stock whil*
it remains in default in the payment of oxiy assessment due
Federal Lcp ait Insurance Borp rati , Tne aggestrr* :
also prohibits the payment of interest on capital notss or
debentures during such default if interest is payable only
of net profitsa

Amead Section 22 (4) of the Bill by striking lines 15, 16, 17
and 18 on page 36 and inserting in lieu thereof tbe following:

"and no insured State noninamber bank (except a dis-
trict bti?Y) shall without such consent

(a) reduce the amount of its capital stock.
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whole or in part byf ipital
stock, capital notes or debentures,

(c) voluntarily retire any of .Its preferr«! sto
of say class,

(d) roluntarily retire, redeem or pay any of its
capital aotas or

^ however» that iv."< xKc-.b c:>?v:sat shall b-3 required
for th-3 payment of any such capital notes cr debentures
at maturity (whether or not the maturity date thereof
shall have been accelerated pursuant to the provisioi
thereof) cr th^ retirement or redo ft If :-f
preferred stock, capital notea or debentures from eny
sinking fund provided therefor by the charter of the
or hy sueh capital notes or £**̂ .nl-.•"•>•• ;

H i s suggestion permits a banks without the consent of 1
Deposit Insurance Corporation, to pay its capital notes or de-

ttures at maturity and to retire preferred stock8 cap!
cotes or debentures out of a sinking fund, required to be set
up pursuant to the express provisions of tbs charter of the
bank or of the capital r?otss or debentures-.- I1 .. ' ' :

ban! fr< • laJ ing a loan on its own capital stock of any class
or on its own capital notes or debentures without consent of

s Fedaral Deposit Insurance Corporatio:

foj 6«
. to said Bill the following new sections

"Seetion If any part < f
•• -.'\, '--late member bank or bani ipplying for s ber-

ahtp in the Federal RoserT'? System consists of preferra*
stock, %hs determination of 'Whether or not the eapital
of such bank is impaired and the saiount of such impair-
ment shall be based upon the par Tali of its
even though the amo'int which the holders of such pre-
ferred stock shall be entitle."
of ratirement or Iiquidat5von shall be in excess, of the
par value • ' icfc preferred stocks"

Suggestion Ho, 7-
"• to s«i^ Bill ihft fo!3 new sections

"Section v Seetion 902 of 'r^-> Ti.jergency Banking
and Bank ConsarTtition Act, approved March 9. 1933, as
snended, is aiaended to reid at follows;

(a) Hotwithstandin< "•, other pi on of la?;, ! ter
relating to TQB'- th< . of divid-:-

• espital stock or otherwise 3 the 1 •] »f such
- - • - - • • •

re dividesf.:-. I a rate no1 nes I
c&ntum per annum at the sua rez&iyu^ by t- * ^QD'- in
payment for such prafsrred stock and ihall haire sue!
votlnr: anfi orxvarsioii rights --ivl s^eh c^r^v '• - a

management, emd sueh stocl si •! be subject to
• ?'*''• rt'

r-j!'** -: -' roch i'--'v.•••-;" no uj>on such ?on«
•iitions, as !i-:;f '•:>•:' ̂ r ' •' ;he LTticles of
ciation with the approval of the Comptroller of the

7-NL- holders of nvc^ preferred s+ 11
rot b© held individually responsible as such holders
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for any debts, contracts, or yngaeemsnts of such
association, anct neither such ^referred <;Ue>, jior
':•'- holder? thereof shall (not) be liable for
wn—nwmnntw to restore impairments in the capital
of auch association as now provided by law with
reference to holdars <: ; --if- •:'.-:.

[b| No dividends shall be declared or paid <.»n
stock until the cumulative dividends on the pre-
ferred stock shall have been paid in full; and,
if the association is placed in voluntary liquida-
tion or a conservator or a receiver is appointed
therefors no payments shall be made to tVe holders
of summon stock until the holders of the preferred
stock shall have been paid in full (the par ralue
of such stock) the hmount orisrl^alLy reeaivad by
the bank in payment for snch prsfarrefl sto-ck pluf
all accumulated dividends or such lesser
as nay be provided in the articles; of association
of the bank»" (Existing; law proposed to be
omitted is enclosed in parenthesis; new matter is
underscored Q)

Suggestions 6 and 7 are directed to the same end* A number of
bank* which have issued preferred stock have impairments in
their capital8 c>r their capital would be impaired if all proper

irge-offs or write-downs of assets should be mad©o ' lany
instancesP an effort to restore the Irmects by leryii
assessments egainst the common shareholders would ba .", as

;, . :
:- •.;.- ;x i'.riaents cannot >. ; Polls taken care of by

a reduction in the coaanon capital stock alonso If 1
eraount which a preferred stockholder een receive upon retire-
ment or in the event of liquidation is limited • th par value
of bis stock and the maximum araouct of livid e be is
entitled to receive is limited to 6 per cent of the p«r
hs w v- ̂  <i - H y bs unwilling I consea!. ':• n reducti<
' •• j r ralue of his stock as ^4 would thereby ;iye up sll

prospect of eventually recov^rin^ the full amount of his
vestment even though the bar*'. Blight later be rest or 3-."! :

prosperous condition- and would al3O be forced to receive
•Mvidericls at an unreasonably lo^ rnte in -rierj -.;f th amouri
of his original Investment If ths par value of the preferred
stockj, rather than the retirement or liquidation v^lue is used
as the basis for determining impairments, impairments can be
taken care of by reducing the per value of the preferred stock
without irreparable LnJ ry to the preferred stock holder

Suggestion Hb« 8«
to said Bill the following new section?

Section

jitfi
D6ffi

S&etioa 5145 of the Revised Statutes,
as euaended, is amended by striking out the period at the
end thereof A:?-' inserti and the following:

•and no shareholder shall be entitled to any distribu-
tion of assets by reason of any reduction of the capi-
tal of any association unless such distribution shall
Jbave been approved by the Comptroller of the Currency

/and the Federal Reserve Board/jand by the affirmative
rote of not less than two-thirua of 1 area of each
class of stock outstanding„ votii-.n t s " c l a s s e s - w

certain court decisions {see Seeley ?., New York National
^change Banlc, 8 Daly (N#Y.) 400; and Jerooe

 r, Cogswell.
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Suggestion No, 9

o

1) the si . ; 0 •
entitled to a pro xmta distribution of assets released by
reason of a reduction of capital stock. Suggestion No, 8 is
designed to prevent a distribution of assets released by any
each reduction without the approval of the Comptroller of t
Currency a.ad the Federal Bessrve Board and the affirmative
vote of not less than two~thirels of the shares of each class
of stock outstanding, voting as classes*

Add tc said Bill the following n<3w section;

*Section ^ Ssetion 5139 of the Revised Statutes,
as amendeds is suiended by ad ding to th-s one o'"* tt
first paragraph the follow; : x ragraph:

vThe certificates hereafter issued representin.
Of stock of the association shall state (1) the n.
and location of the association; (2) the name of tbe
holder of record of the stock represented thereb;; (
the number and class of shares which the certificates
represent; and (4) if the association shall issue stock
of more thaa one class the respective rights9 pref-
erences, privileges, voting rights, ̂  • '" '
tions, limitations end qualifications cf each class of
stock issued shell be statv L ox in summary v
the front or back of the certifical ' 1] be in-
corporated by a reference on the front of the certif-
icate to the articles of BS ' ti Every certif-
icate shall be signed by the president and the cashi
f the associa- such other officers

by-laws of the association shall i shall be
sealed sit* the seal of t

I poTpcse of this suggestion ia

dtsJ i?tock of national bai ' ' >ns

! - 10
Add to said Bill the foil

*S»ction. Seetioi; 5144 of the Revised Statutes,
as amended9 is amended by adding at the end of the
first paragraph thereof the following;

'Provide*.-, u thing in this paragraph shal] 023
strued to liaiit the voting rights of holders of pre-
ferred stock under the terms and provisions of
articles of association or amendments thereto edcx
pursuant to th© provisions of Section 302 (a) of the
SMrgeney Banking and Bank Conservation Act? approved
[arch 9, 1985, as amended.Bw

Section 302 (a) of the Bnergency Banking and Bank Conservati
as amended June 15, 1933, provides that the holders of

preferred stock shall hav© such voting rights and such control
over management as may be provided in the articles of associa-
tion with tbe approval of the Comptroller of the Curreno,
Section 5144 of the Fevised Statutes, as amended by tl
approved June 16, 1932, provides that in all elections of
directors, sach shareholder shall have the right to 70te the
number of I a owned b; iany parsons as there
are directors to be sleeted, or to
giTe one candidate eg - *s tie nuafcer of directors
••.'-VLI ' : t IT C-f \'.J t '-•'.•
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Suggestion

ttri"•:•-•> p r i i i c i , Le
as ha shall tl rjt. The ;;• i of succession No, 3
to clear up my ambiguity batvaen the ' • . isions above
ser: • aka it clear that Section 5144, as amende
does not limit preferred stockholders to one vote per share
in the election of directors if -''le articles of aaaoeiati • \
' •• \ ' . ' ' • • i > - . ;' • v I t i e

12
Insert aft a? the "loans1* on paga 49, line 8, a eoama,
the 'sortie "eithar direotly or In cooperation with other banks
or lending; institutions, or by the porchsst* of shares or

lions?
K; insert s period after the wor£s ''real ssfcats

on paga 49, U s e 13, and strike out the words "when the entire
amount of such obligation or obligations is made or in sold
to such association.*, on p&£e 495 lines 13S 14 ̂o? "f>o

lax1 existing law national banks aay r.̂ ks
real estate only in eaaaa where the entire loan ia made by the

s Suggestion He, II gould pormit a national bank b par

Suggestion No, 12,

with othara in ths

Section 301 by iii
51 , Hue 14 , the «ord«s

f n esi ta

after the ^ord *yinclwfi^M on paga

J ~ . - . '• ' • . : •

"arc- C'C'r^crstioiir a l l of the stock of which is owned by
, 8 United Sl'jtfiB of A s ^ r i ^ or",

Reconatruction Finance Corporation is not a holding company
. rffiliate of any of the banks in which it owns preferred s-'

13. , ,
307 of tbs!< Bill as <

B;, i s a aftar tha i r 1
line 2?, the follow!r.

}7TCr

"That the assortatioi
3.r.cl hclOi for its oun

'; 'per centum

• _ subscribe for oi j rej
untc in 'in aiaount not ex-

<T the capital £' ' leh
aseot Lation actually paid io and unimpaired, plus 5
•p&T centi of its unimpaired surplus fundj, the x
assaaaabla eepitel stocky or capital notes,
debentures of any national mortgage association
organize*! under Title III of the National Sous!
Act, and of any mortgage loan company8 trust so
or ether similar financial Institution, the princi-
pal business of wbicb is that of making loans u]
mortgages, deeds of trust, or otter instruments con-
veying, or constituting a lien upon, real estate or
any intdrest therein, if, at the tiais of c '
scrlption or purchase, the Unitod 3tat«a of imerica
or any Cor] . all of whose stock is owaed by
the United States of JU^ericaj has subscribe:! fory
or la the holder of, at least 3Oj6 of the total
aggregate par value or principal \ount of the capi-

national mortgage association or sueh institute

line 9S
wherein*.

inserting ia lieu thereof.. tho
"r
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c
c . a nati ntd t to

vest in stock of a national mortgage corporation 0] *d
under the National Housing Act, or the non-assessable

business, of the type Which the Reeonstructioi
Finance Corporation is authorised to invest in under t]
provisions of Seetion 5 of "AN ACT to extend the functions
of the Reconstruction Finance Corporation for two yeej
and for other purx>oses" approved January 31, 1935 (Public

] - 74th Congrese) (S»ll?r;), p* • ided that the total
anount so invested does not exceed 5 per cent of the ' -
p i ' r e d .-. ••; i • • : J •." *•' • • : ••

- • • " - • • ' . ' • • " •

Strike out the qLUotEtior marks on pare 60, line £, and add
thereto the follow!i :

M "In case of a declaration of a stock dividend> return of
capital or other distribution of assets or any interest
therein,• to the holders of comon stock, any result-'
fractional shares of stock, and any such assets or
interest therein9 other than cash, may be placed in
trust for the benefit of the holders of common stock
upon such terms and conditions as may be determined by

-- v: of D i r e c t o r s i i< the approval of the "• •;.••
trailera and the bank may set as trustee under the.
'terms of any such trust:•"

This suggestion is merely designed to minimize the incon-
venience resulting from the issuance of fractional sh
stock in connection with e dividend payable in common

&-'-ti-' • ' "• •-

to said Bill the following new sectiosi

"Sec tier. The last sentence of S 501 of the
v v c : " : / : .->.••" ••i.v..'- •'••.:• ' • • o r . . . " . : • , • • • . " . < . , - : . • - • ' - ;

 ?
»

amended to read as follows;

issue of preferred stock shall bs valid ur-til
par value of all stock so issued shall be paid in (•)

notice thereof duly acknowledged befoi

Suggestion No

publi< .; t>v9 p r e s i d e
the associ ition hei b
of the OiirreLicy iv^} ]
bh< noutit .: f such, 1 J
approval thereof ?ni>3
it; ?̂ s a part of the c
certificate sr^il b̂
tnat sues preferred i
issued •'•

nt, vice-president or cashi
eoc t r anaml t ted to %\ i £30Bq

- . ' - • , • ,; j j - r g

th« i. the amount has bo-?a •;.
ipital of said association;

conclusive ev'l

sr
• • • • • • .

> < - • • • r

LJ j

• ^ .

Of

| •

-

(Existing law proposed to be otomitted ie encloi
parenthesis; new matter is ^xaderscored).•

The purpose of this sagger*- ^ke tb6 certificst* of
the Comptroller of the Currency approving the issuauce
ferred stock conclusive evidence thet the stock has been duly
:Y,~ ••:?•','•[] ;•• '< '. . : "

1 the "-iloving new section;

**3ecticn -, Paragraph (c) of Section 5155 of the Rev:
Statutes as amended, is amended by str the first sentence
therefrom and • -,; Ln lieu thereof the following;
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'A n^tjc- 1 . .-'-sscc: • i U L • . :-•*"• tv-- approral
r the Comptroller of the Currency, establish and

epereta ne% branches: (1) Within the limits of t
city, town, or village in which said association is

tuated, if such establishment an*, operation are at
tiise ernr^ssly authorised to State banks by the

lav of tv-* State in question; and (2} at any point
within the State in which said association is si'
if such establishment and operation are at the tin®
authorised to State banks by tbe statute lae of the
State in question by lai pacifically granting
such authority affirmatirely and not merely by impli-
cation or recognition, and subject to the reatri
as to location imposed by the law of the State on
State banks («)? and (a) t = . \g% within the S1

in which said esaoei^ .on Is a i*lt irr̂ . Kr-. ', \v~:'
>:-v sot such 66t;a*'llab.jqr<t vi?-̂  ci -;•"' '•jv>n

urv &ilY.0Ti&2'l *o State ^nl.g hy the &%?\\^\'s l-yr. ••. :'

••--.•rh States In e-iss& ^':^'j :?oh bi uicho** ftr-:̂  ̂ ;>t-•:--'Vl -' •
"or ib;;- ̂ tirroae : :'. jac^'ii 1'JBJ: h; iiiart-.-mtj t IL,. ,,J.,iO^U '.p.,

or aore State banksi or trugt
— •

a cr gati
bank!
business either in f̂che usual ; r fcrict<

C f

- • ' ] i* encl<
J and irscored,}

perr^it n a t i o n a ] '•••
'. of the Co iptrolle

te in «hich the Bank is Io<
established, for the purpose

* • s ,

*& A*U 6- J-*» S>"
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