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April 6, 19&3,

A BILL
To establish an Inc¢ustrial Loan Cor-orationn an¢ for

othoer Lurvoses.

Be it enscted Ly the Senatec and the house of Representa-

tives of the United States of Lmerica in Congress assenwbled, That

section 13b of the Federnl Feserve Act is amended to read as follows:

"(a) This section =&y be cited as the 'industrial Loan
Corzoraticn Law'.

"{b} There i:c hernby crested & body cor orate with the
naise Industrial Leen Corporation {hereinaftor calleﬁ the Corgsora~
tion). The principal ofiice of the Corporsticn shall be located
in the Uistrict of Columbia, but it may designate and utilize as
its agents any or ail of the Federal i'eserve banks, which are here-
by autnorized to act in such capnacity, may establish branch ofi'ices,
mney designate and utilize other porsons or other existing institu-
tions as its agents, or, if it Geems it desirable, may suprly
capitel for ané orguenize coruorations under local laws to act as
its agents. The Corporation shall heve power {1) to adopt, alter
and use a corrorate seal, which shall be judicially noticed, (2) to
ilave succession until aissolved by Act of Congrecss or in accordsnce
with subsection (n) of this section, (%) to sue and be sued, com-

nlain :nd defend, in eny court of' law or =guity, (4) to wmske
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contracts and to lease or acquire such real estate snd equipment

a5 may ve nacessary for the trensaction of its business, {5) to
prescribe by its boare of directors bty-laws and rules, regulations
cnd veguirerientz, not inconsistent with law, as to the moenner in
wniei itz busineos and operations way bte conducted snd the povers
sranted to it Uy law xay be exercised and enjoyed. The Corpora-
tion way excrcise all powers specifically «<ranted by this section
and such incidental powsrs as may be reasonubly necegsary to ef-
f2ctuszte thae provisions of this section in accordance with its -ur-
poses gad to prevent evesions of such provisions.

"{e¢) For the urpose of providing funds to & comrereclsl
or industrisl tusineszs, tho Corvorstion is authorized, sutject to
suck rezulstions and requiroments as it mey orescribe: (1) to make
loans to, discount obligetions for and purchase obligations from
such & business; {(2) to viscount ior or purchass from & financing
institution obligations of suex a business or mske loans to a
financing institution on the zecurity of such obliguticns; (3) to
make comsitments to meke sny such loans, ciscounts or purchases;
snd (4) te purchase preferred stock in a corporation sngared in a
cosinercial or industrial businers. The Corporstion way inciude in
ity regulations, smong other things, provisions rezsrding the maxi-
mum raturity o4 any loans made or obligations acquired, regarding

the kinds of preferred stock acquired, and regarding the rates of
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interest and discount and the purchase price of obligations and
preferred stock, and may define for the purposes of this or other
suhsections of this section the terms 'commercisl or industrial
pusiness', 'finencing institution', 'obligation', and 'preferred
stock'. The Corporation may exercise the authority granted in
this subsection eithar directly or in cooperation with finencing
insﬁitutions; but it shall not provide funds for any commercisl or
industrial business which 1s alle to obtain adeguate funds on a
raasonable tasis from financing institutions, nor shall the amount
of funds provided by the Corporation pursuart to this subsesction
for any one commercial or industrisl businese and outstanding at
any one time exceed $1,000,000. Lozns, discounts and purchasss
hereunder shall be made upon a reasonably sound basis. All ruleg,
rezulations =nd requirsments made under suthority cf this or any
other subseclion 2f this section may be reviewed snnd revised from
time to time by the Board of Govaernors ol tie Fedcral Reserve System.
"{d) Ths Corporation is authorizod and empowered to is-
sue its netes, debenturss, bonds, or othor such obiirations, whiech
may be redeemable at the cption of the Lorporation hefore mestur-
ity in such manner as may bo stipulated in such obligstions, and
shall mature at such times, ba @0 secured, «nd bear such rete or
rates of interest as mey be determined by the Corporation; bub

the igsuance of such obligations and the torms =nd conditions thereof
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shall be subject to the approval of tho Beard of Governors of the
Federal Reserve System. The aggregate of all obligations issued
und a1 this section wnd cutstanding at sny one time shisll not excead
an emount equal to five times the capitsl stock and surplus of the
Cormoration, exclusive of thoe Insurence Fund hereinafter provided
for. OSuch chbligstions may be issued in puyment of any loan, dis-
count, or purchase muthorized by this section or muy be offered
fer sale at such price or prices as fthe Corporation lmy detsrmine.
"{e) The Corporation is authorized snd empowersd tron
time to time to set aside such amount of its capitud stock or sur-
olus, or both, as it may deam advisable as an Insurance Fund, tfor
the purpese -f insuring financing instituiions, which the Corpore-
tion finds t2 be qualified, sgainst losses which they may sustain
upon orligations which they may scyuire .n or after the date con which
the Industrial Loaa Corporaticn Law hecomes effuctive from zny com-
mercial or industrial business for the purpose of providing funds te
suci business. Such insurance usy be granted upon such terms snd
conditions as the Corporntion may by roegulation or otherwiss preseribe,
incivding smong other things limitntisns to the extent deemod ueces-
sary on the amount pf obligntiuns o1 sny -ne hbusiness insursad, :n the
amzuant of obligations insurcd for apy one financing institution, on
the portion of any cobliguticon to which the insursnce shall apply,
and < the aggregate amount ol insurance granted by the Corporation,

2nd reguirements for the payment oF premiums by the insured institutions.
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") The net carnings or the Corporstion, after meking
sdeguate provision for losses incurrsd ov contoemplated, shell te
trasrerred to its surplus. Upon the liquidation or dissolutio
of the Corporation all assets remsining after the pauyment of =11
ladebtedness off tus Corneration ehall bn pnid to and become tie
pioparty of the United States.

"{g} Th= Corporatiocn is suthorized to sell, exchrng:, or
athorwise dispose of any cvligations or praferred stock whieh it
has acquired, with cr without its endorsemsnt or guaraaty avd upen
such terme and sonditicns as it may deem advisuble. Tae provi-

sions ~f the Securities Act of 193% shall n:t apply o any cbiiga-

tinns issued by the Corporatioa uader subsection (¢} of this sse-

tizn, nor to transactions by any pors:n in consectl.n with arny ac-
quisiticn by tus Corporation of chblieations or preferred steocek or
any conmitment to scegquire then under subscetion (¢} of this secticn,
nor, after any sueh obligeticons or stock are so sequireld by the
Corporation, to any subsoguent sals, oxcuange or other dispositiosn
o them by =any p=ruon.

"{h) Any ond all notes, Zebentures, b.onds, or other
such obligetiong issued by the Corprratisr skhall be exempt both 2s
to prineipel and interest frorm all taxaticn (except surtaxes, astate,
inheritance, cnd gitt taxee) now or horearter imposed by the United

Ctates, by any Territory, dependency, or possession thereut, or
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by any State, county, municipality, or local taxing euthority. The
Corporation, its franchise, losns and other assets, its cepital
stock, its surplus, its reserves, and its income, shall be exempt
from all taxation now or hereafter imposed by the United States,

by any Territory, dependency, or possession thereof, or by any
State, county, municipality, or other taxing authority; except

that any real property of the Corporation (other then that which

it finds necessary to provide quarters for the transaction of its
business) shall be subject to State, territorial, county, wunicipal,
or local taxation to the same extent according to its wvalue as other
real property is taxed. HNotwithstending any other provision of

law, 211 suits of & civil nature at common luaw or in equity to
which the Corporation shall be a party shall be deemed to arise
under the laws of the United States, and the district courts of

the United States shall have original jurisdiction of all such
suits; and when thc Corporation is a defendant in any such suit,

it may, at any time before the trial thereof, rcmove such suit

from a State court into the district court of the United States

for the proper district by following the procedure for the ro=

moval of camuses otherwise provided by law. No attachment or

exceution shall be issucd against the Corporation or its propcrty
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before final judgment in any suit, action, or procceding in any
State, county, municipal, or United States court.

"(i) The Corporation is authorized and empowercd to take
such steps as it may deem appropriate to cncourage and assist in
the formation of committcus of representatives of small businesses
and others in local communitics to explaln to possiblec or prospcctive
applicants for funds the facilitics of the Corporation provided in
this scection and to advise with and assist prospective applicants
in conncection with thoir requests for financial assistance from the
Corporation.

"(3) The management of the Corporation shall be vested
in a board of directors of thrce mombers, who shall be designated
from time to time by the Board of Governors of the Federal Resorve
Systum from among its members. Onc of sald directors may bo desige
nated os chairman of the board of directors by the said Board of
Governors. The said Board of Governors shall also designate from
timo to time thrue alternate members of the board of dircetors of
the Corporation from among the romaining members of the said Board
of Govornors or members of its staff, Any such alternnts member
may act in liew of any member of the board of directors at any
time. At meetings of the board of directors three members shall
be necessary for a quorum. Every director and alternate, and the

chairman of the board in his capacity as such, shall serve during
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the pleasurc of the Bourd of Governors of the Fedorul Rescrve
Systor. The Corporation mey utilize, as its officors and om-
ployces, any employces of the Board of Governors of the Fodoral
Reserve System with the consent of tho sald Board of Governors,

end may utilize as its officors and cmployces any officers or
cmployews of any Federal Reserve bank. If the Corporation should
find it advisable, it mey ocmploy additional officors or employecs,
and the employment, compensation, rotirement bencfits, leave, and
expenses of such additional officers and employces shall be governod
solely by the provisions of this section, specific omendments thero-
of, and rulecs and reguletions of the Corporation not inconsistont
thercwith. No dircetor of the Corporation and no officer or cm-
rloyce of the Board of Governors or of any Federal Rescrve bank
shall receive any compensation from the Corporation by rcason of
any scrvices which hc may perform for it., The Corporation shall
determine and prescribe the manner in which its obligations shall
be incurrcd and its disbursuments and oxpenses allowod and paid,
and mey deposit in any Federal Reserve bank its funds, which shall
not be construcd to be Gevermment funds or approprictod monics.

The Corporation may invest its funds in direct obligations of, or
obligations guaronteed us to principal and interest by, the United
Stctes and may purchase its own obligations. The Corporation shall

reimburse the Board of Governors of the Federal Reserve System and
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the Jederal Reserve bamks and its other agents for their expenses
irn carrying out the provizions of this section on such basis as
may be determined by the Board of Governors of the Federal Reserve
Systen,

"{k) The Corporaticn shall have 2 eapital stock and
surplus which shall be subscribed for and paid in by the twelve
Federal Reserve banks in the amounts and out of the funds hercin~
after provided. The Scerctory of the Treasury is hereby authorized
and dirceted, within thirty days after the Industrial Loan Corpora-
tion Law becomes effcetive, to purchascu from cach Fedoral Ruscrve
bank the stock of the Fedoral Deposit insurance Corporation hereto-
fore subscribed for by such banik and to pay to such bank thercfor an
amount cgual to the entire sum which the said Saerctary was originally
given auvthority %o pay to such bank undcr the provisions of this sce-
tion less the diffcronce between the aggregate amcunts paid to such
bank by the Secrctary of the Trecsury and the aggrogate amounts paid
to the Secretary of the Treasury by such bank under the provisions of
this section prior to the datc on which the Industrial Loan Corpora-
tion T,aw baecomes effceetive, When the payment of such amount has bsen
made by the Scerctary of fthe Treasury to such bark, the United States
shall beeome and be the owner of all the stock in the Federal Deposit
Insurance Corporation hcrctofere subscribed for or held by the said
Fedceral Rescrve bank and all rights of the said Federal Reserve bank

with rospeet to said stock shall be tronsferred to and vested in the
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United States. Any and all of the obligations and liabilities to the
United States and to the Secrctary of the Treasury which have been
imposed upon or incurred by any Federal Reserve baunk under this
section at any time prior to the date on which the Industrinl Loan
Corporation Law becomes effective shall on suid datce be completely
discharged and terminated, and no Faderal Reserve bank shall, after
gaid date, have any obligation or liability to the United States or
the Sceeretary of the Treusury by reason of any provisions of this
scetion. The amount required to bo paid to each Federal Roscrve
bank by the Secrctary of the Treasury under the provisions of this
scetion shall be paid out of the miscellaneous reeccipts of the
Trecsury ereuted by the inerement resuvliting from the reduction cf
the weight of the gold dollar undor the President's proclamaticn

off January 31, 1934, and there is hercby authorized to e appro-
priatcd, out of sueh rcceipts, suclhi sums as shall be reguired for
this purposec,

"{1) Upon tuc reccipt by cack Foderal Rescrve bank from
the Seerctary of the Troasury of the amount specified in subscction
(k) hereof, such Federal Rescrve bank shall forthwith pay the entire
amount so received to the Industrial Loan Corporation, and cut of
the aggregate amounts paid to the Industrial Lean Corporation in
this manner the Corporaticn shall sct aside $100,000,000 as its
capital and the remainder as swrplus and shall issuc to each Fedoral
Reserve bank capital stock in an amount which bears the same ratic

te $100,000,000 as the amount of stock in the Federal Deposit Insurance
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Corporotion heretofore subsceribed for by such Federal Reserve bank
bears to the aggregate umount of such stock herctofore subscribed

for by all of the Federal Reserve banks. No stock in the Industrial
Loan Corporation shall be transferable, heve any voting rights or be
crptitled to any dividends. With rospocet to funds paid by the Scere~
tary of the Treasury to any Fedoral Reserve bonk undor this scetion
prior to the date on which the Industrial Loan Corporation Law be-
comes effeetive, such bank shall pay e the industrial Loan Corpora-
tion (1)} the amount of such funds which is »n said date on hand and
uninvested, cxcept that amounts suificient to cover any cutstanding
commitments may be held until the cxpiration of such commitnents, and
(2) 21l amcunts realized by the bamk fromn the liquidation from time
to time of ascets acquired prior to said date tlirough the use «f zuch
Tvnds and =sscts therenftor acquired through the use of such funds
pursuant to commitments cutstanding on said date; and 211 the soid
smounts sc paid shail become a part of the surplus of the said Corpo-~
raticn.

"{m) When designated for that purpose by the Seerctary of
the Treasury, the Corperation shall be a depositary of public moncy
czcept receipts from customs, under such regulations as may be pre-
scribed by said Scexctary; snd it may also be amployed as a fiseal
agent of the Govermment; and it shall perform all such reasonadle
duties, as depositary of public moncy and fiseal agent of the Govern-
ment, as may be reguired of it. ObLligations of the Corporaticn shall

be lawful investments, and may be accepted as sceurity, for all
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ridueiary, trust, and public funds the investment or deposit of which
shall be under the authority or centrel of the United States or any
officer or officers thercof., The Corporation shall be entitled to
the froe usc of the United States mails in the same manncr as the
cxecutive departments of the Governmont,

"(n) Whenever it shall appear to the Board of Governors
of the Foderal Reserve System, cither by reason of o deercase in
the volume of the operations of the Corporation or otherwise, that
there is no longer a reasonablce necd for the coentinuance of the
faeilities of the Corperation, the szid Board may order the dis-
soluticn of the Corporation, and thereupon the Corporation shall
be liquidated aud its affairs wound up under rcgulations prescribed
by the snid Beard,

"(c} The Corperation shall annually prepare a full re-

port of its cperaticns, ard this roport shall dbe ineluded by the

Board of Governors cof the Federal Rceserve System in the annuwal re-
port made by it to the Speaker of the House of Represcatatives in
acceridance with the provisicns of seceticn 10 of this Act.”

See. 2. Subscetions (h), (i), and (k) of sceticn 22 of
the Federal Resorve Act are amended by inserting after the words
npederal Reserve bank" wherever they occur in such subsceticns the
words Vor the Industrial Loan Corperation™; and subsecticn (j) of
said scetion B2 is amended by inscrting after the words'"Feoderal Re-

serve bank" the words "and of the Industrial Loan Corporation®.
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Sec. 3. The third paragraph of section 24 of the Federa
Reserve Acgt is amended by striking out the word "established" where
it appears in said paragreph and by substitubting the words "the
Industrial Loan Corporation" for the words "a Federal Reserve bank"
wherever they appear in said paragraph.

Sce. 4. Sections 1, £, und 3 of this Act shall become
effeetive on the first day of the sceond calendar month following

the datec of its cnactment.
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