SUGCGESIED CHANGES IN S, 1715

{ SUGCESTED BY RECONSTRUCTION FINANCE CORPORATION}

Suggestion No. 1.
Insert after the word "corporation® on page 5, line 3, the fol-
lowing worda:

"and to the Reconstruction Finanes Corporation, if
it owns or holds as pledgee any preferred siecck;
capital notes, or debentures of such bank *

struetion Finance Corporation of the intention of a bank to
withdraw from membership in the insurance fund provided by the
Federal Deposit Insursnce Corporation,

§>P§§Y§}) This suggestion is for the purpose of providing notice to Recon-

.

Suggestion o, 2. >
Insert after the word "Corporation” on page 13, line 14, the

following words:
' "and ‘to the Recomstruetion Financs Corporation,
(375}9,/7 if it owns or holds as pledgee any preferred

isyrl gtock, capital notes, or debenturss of such bank,"

Suggestion Ho. 3.

This suggestion is £or the same purpose as suggestion No. l.

S rike the word "and" appearing on page 13, line 25, and the
;} word "also" appearing on pege 14, line 1 -and insert after the
g ) <§\ comwe and before the words "a statemen®™ on page 14, line 2,
4 the wordes "and, in all cases, to the Reconstructio. Finauce
n Corporation if it owns or holds as pledges any preferrsd stock,

m\ \\/} « c¢=2pital notes, or debentures of any such bank,"
?>Vh§5 This suggasticn is for the purpose of providing notice by Federal

Deposit Insurance Corporation to Reconsiruction Finence Corpora-
tion before terminsting the insured statu® of the bank on aceount
O\\ of improper practices.
Suggesticn No, 4¢ " o 2
Insert after the word "stock™ on page 36, line 2, the following - ?
words:

"or intersst on its capitsl notes or debentures |
(if sueh interest is required tc be paid only
out of net profits) v

This suggestion relates to the section of the bill which pro-

hibits a bank from paying dividemds on itz capital stock while

it remains in default in the payment of any assessment due

Fedsral Deposit Insurancs Corporatica, The suggestad amsndment 1
also preohibite the peayment cf interest on capital notes or -
debentures during such default if interest iz payvable oply out |
of net profits. ' |

Suggestion No. 5, : : i 'J
iR Amend Section 22 (4) of the Bill by striking lines 15, 16, 17 :

¢ and 18 on page 36 and inserting in lieu thereof the foll g

"end no insursd State nommember bank (ex e
trict benk) shall Iithout,auch I



‘ \ .

(b} purehase or otherwise scquire, or make loans se=
cured in whole or in part by, any of its ﬂPﬁl*al
stock, capitsl notes or debentures

(¢} voluntarily retire any of its preferred stock
of any class,

(d) voluntarily retire, redeem or pay any of its
capital notes or desbentures;

provided, however, that no such consent shall bs requirsd
for tha payment of any suech czpitzal notees or debentures
at maturity (whether or not the maturity d=2ts thsraof
shall have been sccelersted pursuant to the provisions
thereof) or the retirement or redemptior of =ny sueh
preferrad stock, espitel notes or debentures from any
sinking fund provided therefor by the charter of the bank
or by aueh capital notes or dabsnturesz.®

This suggestion permits a bank, without the consent of Fsderal

Deposit Insurence Corporstion, to pay its capital notes or de-
° bentures at maturity and to retire preferred stock; ecapital

notes or debsniures out of a sinking fund reguired to be se®
up pursuant to the express provisions of the charter of the
bank or of the capital notes or debentures, It prohibits the
bank from making a loan on its own capitsl stoeck of any class
or on its own c¢apital notes or debenturss without consent of
the Federsal Deposit Insurance Corperstion.

Add@ to =aid Bill the fellowing new sections

"Seetion o If any part of the capitsl of & nation-
al bsnk, state member bank or bank applying for member-

ship irn the Federal Reserve System consists of preferred

/72449 A , stock, the determination of whether or not the espital 1
of such bank is impaired and ths amcunt of such impair-
ment shall be based upon the par valus of its stoek

evan though the amount which the holders of suech pre-
forred stock shzll be entitled to receive in the svent
of retirement or liquidation shall be in excess of ihe
paxr vealue of such preferred stock.”

Suggsstion No, 7.
4Ad@ to said Bill the following new seciions

"Seetion . Seetion 302 of the Emergency Banking
‘ : and Bank Conservation Act, approved March 9, 1933, as
amendad, is smended to read as follows:

(a) Notwithstanding any other provision of law, whether
ralating to restriction upon ths payment of dividends
upon capital stock or otherwise, ths holders of sueh
praferred stock shell be entitled to receive such
cumlative dividends at a rate not axeeeding 8 per
centum per annum of the sum received by ths bapk in
payment for such preferred stock and shall have such
voting and conversicn rights and such gontrol of
nansgemnent, and such steck shall be subjeet to retire-
ment st such price, in such menner =nd upon such eon-

° ditions, zs may be provided in the articles of assc-
cisticon with the approval of ths Comptroller of the
Curreney. The holders of such preferred stoek shall
rot be held individually responsible as such holders 4




for any debis, contracts, or engagements of such
asgociation; and neither such preferrsd stock nor
the holders thereof shall (mot) be liskle for
asgessments to restore impairments in the capital
of such association as now provided by law with
.reference to holders of common stock,

(o} No dividends shall be declared or paid on comuon
stock until the cumulative dividends on the pre-
ferred stock shall have been paid ia full; and,
if the association is placed in veoluntary ligquides-
tion or a conservator or & receiver is appointed
therefor, no payments shell be made to the holders
of common stock until the heldsrs of the preferred
stock shall have been paid in full (the pesr value
of such stoek) the smount originally received by
the bank in payment for such preferred stock plus
all accumulated dividends or such lesser amount
ag may be provided in ths articles of association
of the bank." (Existing law proposed to be
omitted is enclosed in perenthesis; new xattér is

‘ underscored. )

Suggestions 6 and 7 are directad to the same end. A number of
banks which have issued preferred stock havs impairments in
their capital, or their capital would be jmpaired if all propsr
charge-offs or write-downs of assets should be made. In many
instances, an effort to restore the impsirments by levying
assessments sgainst the common shareholders would bas - veszless
gesture and the impairments cannot be fully taken csre of by
a reduction in the coumon cespital stock along. If the maximum
amount which a preferred stockholder can receive upon retire-
ment or in the event of liquidation is limited to thes par value
of his stock and the maximum amount of dividends which he is
entitl ad to receive ias limited to 8 per cent of the par valus,
he would naturslly be unwilling tc comsent %o a reduction in
the par value of his stoek as he would therebdy give up all
prospect of eventually recovering the full smount of his in-
vastment even though the bank might later be raestorsd to a
prosperous condition, and would alsc be forced to receive
dividends =t an unreasonably low rate in view of the smourt
of his original investment. If the par value of the preferred
stock, rather than the retirement or liquidation value is used
as the basis for determining impairments, impairments can be
taken care of by reducing the per value of the preferrsd stock
without irrepsrable injury to the preferred stock holder-

‘ Suggestion No, 8. :
£4d to said Bill the following new section:

"8Ssction > Ssetion 5143 of the Revised Statutes,
as smended, is amended by striking out the period at the
end the"eof and inserting a comma and the following:

*and no sharseholder shall be entitled to amy distribu-

tion of assets by reascon of any reduction of the capi-
tel of any association unless such distribution shall

ave been approved by the Comptroller of the Currency
(;Pd the Federal Reserve Board§>hnd by the affirmative
vote of not less than two=thifds of the shares of each
~ class of stoeck ocutstending, voting =s’'classes'.®
;: za =,Under certain court decisions (see Seeley v. New York National
W % ‘Exchenge Bank, 8 Daly (N,Y,) 400; and Jerome ¥. Cogswell.
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204 U. 8. 1) the shareholders are, undsr certain circumstances,
ﬁntltlad to a pro rata distribution of assets relessed by
resson of a reduction of eapital stock. BSuggestion No. 8 is
designed to prevent a distribution of assets released by any
suach reduction withoui the approval of the Comptroller of ihe
Currency and the Federal Reserve Board and the affirmetive
vote of not less then two-thirds of the shares of each clasa
of stock outstanding, voting as classes.

Suggestion No. ¢, -
Add to szaid Bill ths following new ssction:

"Seetion - . Seetion 5132 of the Revised Statutes,
as smended, is amended by adding to the end of the
first persgraph the following new paragrsph:

The certificates hersafter issued rspresenting shares
of stock of the association shall state (1) the name
and location of the sssociation; (2) the name of the
holder of record of the stock repraessnted thereby; (3)
the number and class of sharees which the certificates
represent; and (4) if the association shall issue stock
° : of more than one c¢lsss the respective rights, pref-
erences, privilsges, voting rights, powers, restric-
tions, limitations and quslifications of each class of
stock issued shell be stated in full or in summary upon
the front or back of the certifiecats or shall be ine-
corporatad by & reference on the front of the certif-
icate to the articles of association. Every certifs-
icate shell be aigned by the president and the cashiar
of the assoelation <r by such other officers as the
by-laws of the sssoecizstion shall provide =znd shall be
sealed with the seal of the aazsociation,®™®

The purpose of this suggestion is mersly to make more explieit
the requirements with reapeet to certificates rsprsseniing
capital stock of national banking assceiztions

Suggesstion Mo 10,
A4d to said Bill the following nsw seciion:

"Section . Seetlon 5144 of the Revised Statutes.
ﬂf - : ] as adanded Is smended by adding at the end of the
///// first persgraph thereof the following:

'‘Provided, that nothing in this paragreph shall be con

S tha : z arag o
f/:/df*f? strued to limit the voting rights of holders of pre-
j QL/, ferred stock undar the tsrms and provisions of the
articles of association or amendments thereto adopted
@ \é& ?I‘ (Q7 pursuant to the provisions of Seetion 302 (a) of the
: Emergesncy Banking and Bank Conservation Act, approved

Mereh 8, 1933, as smended.'™

Section 302 (&) of the Eumergsncy Benking and Bank Conservation
act, 23 amended June 15, 1933, provides that the holders of
preferred stock shell have euch voting rights and such contrel
over mensgement as may be provided in ths articles of associs-
tion with the epproval of the Comptroller of the Currency.
Section 5144 ol the Revised Stetutes, ss smended by the Act
approved June 16, 1933, provides that in all elsections of

° directors, each shareholder shall have the right to vote the
number of shares owned by him for as meny persons as there
ars directors to be slected, or to cumlste such shares and
give one candidate sz meny votes as the number of dirsctors
multiplisd by the number of his shares shell equal, or to

e
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1

distribute them on the ssme prineiple among as many can

s he shall think fit. The purpose of suggestion No, 10 is
o clear up any ambigulty betwsen the two provisions above

meptioned snd meke 1t clear that Section 5144, as amended,

does not 1limit preferred stockholders ic one vote per share
in the elsetion of directors if the artiecles of asgsociation of
the bank otherwise provide,

I A4 =
LC8TOS8

or

3

3 o+ D §

Suggestion No. 1ll. ,

Insert after the word "loans" on page 49, line 8, & comma, und
the words "either dirsctly or in ccoperation with other banks
or lending institutions, or by the purchaase of shares or
participations,”; insert a period after the words "real sstats®
on page 492, line 13, and strike ocut the words "when the entire
smount of suech obligation or obligetions is made or is seld

to such sssocistion.™, on page 49, lines 13, 14 apd 15
‘Under sxisting law national benks may make loeps secured
real aestate only in csses where the entirs losn iz made
bank. Suggestion No, 11 weuld permit s nationsl bank &
tiecipaete with others in the making of resl estate losns.

° Suggestion No. 12.
Amend Section 301 by Inserting after the word "includs™ on page
51, live 14, the words:

"any corporation. all of the stock of which is ownsd by
ijzj A . the United States of imerica or®,
A/f The purpcse of this suggestion is to meite it clear that ths
Adﬂﬂ‘“Le Reconatruction Financs Corporation ia not e holding compeny
<~ ~8ffiliate of auy of the banks in which it owns preferred siock.

Suggeation No. 13. |
Amnenl seetion 307 of the Bill as follows:

(1) By inssrting after thse word "provided” on pegs 54,

line 23, the following:

"That the association may subseribe for or purchase
snd held for its own aceount, in an smount not ex-
eseding § per centum of the espitel stock of sueh
association actunlly pald in and unimpsired, plus &
per centum of its unimpaired surplus fund, the non-
asgeszgadle caplital stock, or capital notes, or
dshentures of any national mortgage association
organized under Title III of the National Housing
Act, and of any mortgage loan company, trusi company,
or other similar financisl institution, the princi-
pal business of which is that of msking loans upon
mortgages, dseds of trust or cther instrumenis cone
vaying, or comstituting & lien upon, real estate or
any interest thersin, if, at the time of such sudb-
seription or purchass,; the United States of America
or any Corpormtion all of whose stock is owned by
the United States of America, has subscribed for,
or is the holder of, at leest 504 of the total
aggregete par value or principal amount of the cepi-
tal stock, eapitel notes, or debentures of such

: national mortgage association or such institution,
o and providad further,”

L 0 (2) By striking out the word "hereinafter® on page 55,
7 fﬁ\ line 9, and {nserting in lisu thersof the word .

_ "herein".
344/7"% ‘A
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This suggestion is designed to permit a nationel bank to ip-
vest in stock of 2 national mortgage corporation organized

1 under the Nationsal Housing Act, or the non-assessable stock,
capitel notes or debentures of a corporstion engaged in the
mortgaze losn bus of the type *hich the Reeconstruction
Finance Ccrporation is authorized to invest in under the
provigions of Seetion 5§ of "AN ACT to extend the functions
of the Raconstruction Finenee Corporstion for two vears,
and for other purposes™ approved January 31, 1935 (Publiec
No. 1 - 74th Congress) (8-1175), provided that the total
amount so invested does not excead 5 per cent of the unim-
peired capitel and surplus of tha bank,

Y Suggestion No. 14,
el Strike out the quotation merks om page 60, line 2, and

TR thereto the following

(=1}
W

{= 7]
2

"In case of a declaration of a steek dividsnd, return of

2
27 : eapital or other digtribution of assets or any interest
Aggu5257 i therein, to the holders of common stoelk, any resulting
freactional shsres of stoek, and any such assats or

‘ /%MJ{ interest therein, other than cash, may be plnced in

trust for the benefit of the helders of common stock
431:?éyi upon such terms and conditions ss may be determined by
~ ! he Board of Directors with the approvel of the Comp-
é %/ 6@/ trollen and the bank may s¢t as trustes under ths .
25 terms of any such trust.” :
This suggestion 1 merely dssigned te minimizes the lncon-

venience rr*r’t‘r“ from the issuance of frasctional sharss of
gtoek in connection with a dividend payable in common stock:

Suggestion No. 15
4Adé to seid Bill the following new seetion:

"Segetion , The last sentence of Ssetion 301 of the
Bnergency Banking and Bsnk Conservation Act, as smen
smendsed to read as follows: :

is

'No issue of preferred stock shall be valid until the
par value of all stoek 30 issued shall be paid in (.)
and notice therscf duly acknowledged befors a noisry
public by the president, viee-president or cashisr of
the associstion has been tranamitied to the Comptroller

42{/w5£/4$(? cf the Currency and his certificete obtaired specifying

éé, : the amount of such issue of preferred atock and his

. approval thereof and that the amount has besn duly raid
in as a part of the capita]l of ssid essociation; which
cartificate shall be deemed %tc L conclusive evidencs
thet such preferred stock nNes Desen July &ngQ VALIOLY
Issued. '
(Exisfzhg law proposed to he cmmitted is epcloged in
parsenthesis; pew matter i3 underscored).

ne

The purpose of this suggestion is to meke the certificetes of
the Comptroller of the Curreney approving the issuance of pre-
ferred stock conclusive evidence thet the stock has besn duly
and validly issued.

o Suggestion No, 16,
Add to said Bill the follcwing new section:
"Secticn . Paragraph (¢) of Section 5155 of the Revised

Statutes as amended, is amended by striking the first sentence
therefrom and inser -AnL in lieu therecf the following:

L]
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'A pationel benking association may, with tbf spproval
of the Comptroller of the Currency, establ and

cperate new branches: (1) Within the ligits of the
eity, town, or villags in which said assscociation is
situated, if such establishuent and operation ars at
the time expressly suthorized to State banks by the

law of the State in question; and (2) at any point
within the State in which said association is situated;
if such establishment and operation are at the time
authorized to State banks by the statute lsw of the
State in question by langusge aspecificelly grenting
such authority affirmatively and not merely by impli
cation or récognition, and subject tc the restrictions
as to location imposed by the law of the State on
State banks (.); and (3) et eny point within the State
in which said association is situsted, irrespective

of whether or not such eetahlxsumant and u‘wr’nion

are suthorized to State banke by the statute law of

such Statqj in cases where such berCumS ars estshlishs

for the purpose of
‘ 5 b8 | T6 | | 1 ettty 1 110
trust compenies or national

or more State b

8 sither ip-the usual course or on £ restricted

bposed o be omitted is enclosed

atter is underscored.)

is= iit nat

with the Pr of the

441 *r{, St‘dfe i"i 4"‘” ‘-"m"
are 85’;&131‘.5:;":;‘- the

r
I
usiness and property of sxisting banks.
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