
13 m:
Honorable Charles II. Tofetgr, Chairman,
Senate Banking «nd Csrreaey Coraaitteo,

9* C.

dear Hr, Chalraans

XA connection vith S. 1070, a b i l l to provide for the
callatioa of tho capital stock of the Federal Deposit Xfisaraace
Corpop&tio©# vhicfc yo«r Coswdttee i s new considering, a Ceondttee
Print of this MIX d&tsd ^ay 22, 2347, laas eseae to oar attention.

In this Ckxandttee Frint, at tbt «aft of •©etidi l r lo a
rending as f ollowis

paid the Sosretaff? f^r th« retlfBJinat of
th* stock a^acrlbed tgr •a^i fWUwral fteserv* Baask
^MtU be ijaiad a peowsat <mt of th» M T ^ U » of sooh
Fodwral aeaeiw Bank.11

ladt» io» of snoh a prcnrloiom in tbe b i l l w e l i erase
and aight g±f» si** to 9am wieerDalnty aa to Its laterpretation.
The fa«t« ape that, foraosai to tho Banking Aet of 1933* oaob Federal
Roserre Bank wns required to m^oorfbo to *took of t^o Votapsl Deposit
Ixumnsaoo Corporatlao SB OA astoimt oê toX to nnonhalf of I t s surpliw OA
Janttary 1 , 1993* This sttbseriptio© «as paid £a fSciil Igr oaeh Federal
Reserve 9a*k i s 1934* t l» payasat oat of the mseptm of oaoh fWoral
Reoeorrc Bask lbs* this stock took placet therefore, at that t iae . Tho
stook has sl»co bees «»pletoly ohargod oft OR the books of the
y*dor&l Hosorve Banks. t% Is ofeflottsly aot istteaAsd that tho swrpluui
of tiio Federal ftaserrvt? Bonks si««al4 be «harg«d a seeoodl tins irtth tho

sit of this stock.

The provision quoted above l * t therefore, e n t i r e l y vanoeessary
and s ince i t vmOd create ooafuslon sad isHsusyfiitHtj» we hope thftt i t
w i l l bo codtted frost may f i n a l <*raft o f the b i l l , tho Board's CCAMSOI
v i l l bo glad to coofer with sagr •sabers o f your s t a f f regarding any
aspects of t is setter.
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M. S. Sooleo»

GBVtek
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To Chairman Ecelas Rnhjer.tt The Bi l l . S. 1070 to cancel
the capital stock of the

Frftm Mr- Cherry FDIC.

The above-inentioned bill has passed the Senate and is now
pending in the House Committee on Banking and Currency where hearings
have been held, and I understand completed. The Committee has not act-
ed with respect to reporting out this measure.

The bill in the form as it passed the Senate provides for
the retirement of the capital stock of the FDIC in units of $10 million
without reducing the capital and surplus of the Corporation below
$1 billion. The stock held by the Federal Reserve Banks is to be can-
celled before the Treasury stock is cancelled. The borrowing power of
the CorpOration is increased to $3 billion.

No reference is made in the bill to assessments. Hence, assess*
ments of l/l2th of one per cent will continue as in the past. The bill
as it passed the Senate also carries no reference to the FDIC being
placed under the control of the Bureau of the Budget. The bill as it
was reported from the ^enate Committee contained such a provision but this
provision was eliminated on the floor of the ^enate.

I am advised that the House Committee expects to hold an
executive session on this bill sometime tomorrow*
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K*. F. J* Bailay, Assistant Blraetor,
Laglslati**
Bureau of tho Budget,
Vasbingtoa 25, •» C

Boar Kr. Bailoyt

1st acknowledged of your le t ter of Jtaly 23, 1947, aa-
closing a faealail* of th« •Broiled aaaotaoat of 8* 1070, an act, "To
provida for tho cancaU*tlon of th« capital stock of tha Fsdaral Do-
posit Iafart&ee Corporation and the rofund of aonoya tveoivod for saea
•toeky «od for other p&rposos.*

This b i l l proiridoe for th» retiroaont of tb« capital stock
of tfe* fodaral faposlt Humrameo Corporation by poy»»ats to tho Sooro-
tsjty of tho Troarary, vhsrs this can b* dona vithoat rsduelag tho capital
•nd wirplas of tho Corporation balov $1,000,000,000j tho stock stibecribad
by tho M o r a l Eassrra Beaks to bo rttirod boforo tho rtodt subseribod fey
tho Unitod Statss. tho borrowiag power of tho Corporation i s iacroasod
to $3,000,000,000, and tho salarios of tho appointiT* w»mb«r» of tho Board
of Etractors of tho Corporation aro iBcraasod fro* |10,000 to $15f000 por

Tho Board favors lagislatioa on this subjact aad sado « raport
to this of foot to tho ChalrsttB of tho Sosato Banking and C&rroaoy C«s>
«ltt«o nhila tho b i l l v*a raiding In that Coaadttoo. Although tho Board
voald t**9T aom additioaal changes la tfes U v vith rogard to this s«b~
Jact, I t b*li«*»» that tho bUl in tho fora putm* by Coa^rass i s coa~
•tructiTa aad tho provisions ralatlag to tho retiraawnt of stoek of tho
Fodaral Daposit Insaraaeo Corporstloa ar» in largo •oasure in eooforsdty
vith tho rooosn»adatio& of tho Prosidont in hi* bodgot •»••*§• for 1948.

I t is our raoosBwadation, tharofora, thftt tho Prosidant sign
1079*

Vary traly yoors,

(Signed) M. S. tccie

§• Eaalas,

GBVtlift
7/29A7
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