
41

(EXTRACT FROM)

Enforcement of antitrust laws: For the enforcement of antitrust 
laws, $200,000: Provided, however, That no part of this money shall 
be spent in the prosecution of any organization other than an organi
zation of public officers or any individual other than a public officer 
for entering into any combination or agreement having in view 
the increasing of wages, shortening of hours, or bettering the condi
tions of labor, or for any act done in furtherance thereof, not in itself 
unlawful: Provided further, That no part of this appropriation shall 
be expended for the prosecution of producers of farm products and 
associations of farmers who cooperate and organize in an effort to and 
for the purpose to obtain and maintain a fair and reasonable price 
for their products.

Approved, November 4, 1919.

[P ublic— No. 73— 66th Congress]

[P ublic—No. 106—66th  Congress]

[S. 2472]

An Act To amend the Act approved December 23, 1913, known as the Federal
Reserve Act

Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That the Act ap
proved December 23, 1913, known as the Federal Reserve Act, as 
amended, be further amended by adding a new section as follows:

“ BANKING CORPORATIONS AUTHORIZED TO DO FOREIGN BANKING BUSINESS

“ S ec. 25. (a) Corporations to be organized for the purpose of 
engaging in international or foreign banking or other international 
or foreign financial operations, or in banking or other financial opera
tions in a dependency or insular possession of the United States, 
either directly or through the agency, ownership, or control of local 
institutions in foreign countries, or in such dependencies or insular 
possessions as provided by this section, and to act when required by 
the Secretary of the Treasury as fiscal agents of the United States, 
may be formed by any number of natural persons, not less in any case 
than five.

“Such persons shall enter into articles of association which shall 
specify in general terms the objects for which the association is 
formed and may contain any other provisions not inconsistent with 
law which the association may see fit to adopt for the regulation of 
its business and the conduct of its affairs.

“Such articles of association shall be signed by all of the persons 
intending to participate in the organization of the corporation and 
thereafter shall be forwarded to the Federal Reserve Board and shall 
be filed and preserved in its office. The persons signing the said 
articles of association shall, under their hands, make an organization 
certificate which shall specifically state:
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“First. The name assumed by such corporation, which shall be sub
ject to the approval of the Federal Reserve Board.

“Second. The place or places where its operations are to be car
ried on.

“Third. The place in the United States where its home office is to 
be located.

“Fourth. The amount of its capital stock and the number of shares 
into which the same shall be divided.

“Fifth. The names and places of business or residence of the 
persons executing the certificate and the number of shares to which 
each has subscribed.

“Sixth. The fact that the certificate is made to enable the persons 
subscribing the same, and all other persons, firms, companies, and 
corporations, who or which may thereafter subscribe to or purchase 
shares of the capital stock of such corporation, to avail themselves 
of the advantage of this section.

“The persons signing the organization certificate shall duly ac
knowledge the execution thereof before a judge of some court of 
record or notary public, who shall certify thereto under the seal of 
such court or notary, and thereafter the certificate shall be forwarded 
to the Federal Reserve Board to be filed and preserved in its office. 
Upon dulv making and filing articles of association and an organiza
tion certificate, and after the Federal Reserve Board has approved 
the same and issued a permit to begin business, the association shall 
become and be a body corporate, and as such and in the name desig
nated therein shall have power to adopt and use a corporate seal, 
which may be changed at the pleasure of its board of directors; to 
have succession for a period of twenty years unless sooner dissolved 
by the act of the shareholders owning two-thirds of the stock or by 
an Act of Congress or unless its franchises become forfeited by some 
violation of law; to make contracts; to sue and be sued, complain, 
and defend in any court of law or equity; to elect or appoint direc
tors, all of whom shall be citizens of the United States; and, by its 
board of directors, to appoint such officers and employees as may be 
deemed proper, define their authority and duties, require bonds of 
them, and fix tne penalty thereof, dismiss such officers or employees, 
or any thereof, at pleasure and appoint others to fill their places; to 
prescribe, by its board of directors, by-laws not inconsistent with law 
or with the regulations of the Federal Reserve Board regulating the 
manner in which its stock shall be transferred, its directors elected 
or appointed, its officers and employees appointed, its property trans
ferred, and the privileges granted to it by law exercised and enjoyed.

“ Each corporation so organized shall have power, under such niles 
and regulations as the Federal Reserve Board may prescribe:

“ (a) To purchase, sell, discount, and negotiate, with or without its 
indorsement or guaranty, notes, drafts, checks, bills of exchange, 
acceptances, including bankers’ acceptances, cable transfers, and other 
evidences of indebtedness; to purchase and sell, with or without its 
indorsement or guaranty, securities, including tne obligations of the 
United States or of any State thereof but not including shares of 
stock in any corporation except as herein provided; to accept bills 
or drafts drawn upon it subject to such limitations and restrictions 
as the Federal Reserve Board may impose; to issue letters of credit: 
to purchase and sell coin, bullion, and exchange; to borrow and to lend
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money; to issue debentures, bonds, and promissory notes under such 
general conditions as to security and such limitations as the Federal 
Reserve Board may prescribe, but in no event having liabilities out
standing thereon at any one time exceeding ten times its capital stock 
and surplus; to receive deposits outside of the United States and to 
receive only such deposits within the United States as may be inci
dental to or for the purpose of carrying out transactions in foreign 
countries or dependencies or insular possessions of the United States; 
and generally to exercise such powers as are incidental to the powers 
conferred by this Act or as may be usual, in the determination of the 
Federal Reserve Board, in connection with the transaction of the 
business of banking or other financial operations in the countries, 
colonies, dependencies, or possessions in wnich it shall transact busi
ness and not inconsistent with the powers specifically granted herein. 
Nothing contained in this section shall be construed to prohibit the 
Federal Reserve Board, under its power to prescribe rules and regula
tions, from limiting the aggregate amount of liabilities of any or all 
classes incurred by the corporation and outstanding at any one time. 
Whenever a corporation organized under this section receives deposits 
in the United States authorized by this section it shall carry reserves 
in such amounts as the Federal Reserve Board may prescribe, but in 
no event less than 10 per centum of its deposits.

“ (b) To establish and maintain for the transaction of its business 
branches or agencies in foreign countries, their dependencies or 
colonies, and in the dependencies or insular possessions of the United 
States, at such places as may be approved by the Federal Reserve 
Board and under such rules and regulations as it may prescribe, in
cluding countries or dependencies not specified in the original 
organization certificate.

“ (c) With the consent of the Federal Reserve Board to purchase 
and hold stock or other certificates of ownership in any other cor
poration organized under the provisions of this section, or under 
the laws of any foreign country or a colony or dependency thereof, 
or under the laws of any State, dependency, or insular possession 01 
the United States but not engaged in the general business of buy
ing or selling goods, wares, merchandise, or commodities in the 
United States, and not transacting any business in the United States 
except such as in the judgment of the Federal Reserve Board may 
be incidental to its international or foreign business: Pro-videcL, 
however, That, except with the approval of the Federal Reserve 
Board, no corporation organized hereunder shall invest in any one 
corporation an amount in excess of 10 per centum of its own capital 
and surplus, except in a corporation engaged in the business of bank
ing, when 15 per centum of its capital and surplus may be so in
vested: Provided further, That no corporation organized hereunder 
shall purchase, own, or hold stock or certificates of ownership in any 
other corporation organized hereunder or under the laws of any 
State which is in substantial competition therewith, or which holds 
stock or certificates of ownership in corporations which are in sub
stantial competition with the purchasing corporation.

“Nothing contained herein shall prevent corporations organized 
hereunder from purchasing and holding stock in any corporation 
where such purchase shall be necessary to prevent a loss upon a debt
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previously contracted in good faith; and stock so purchased or ac
quired in corporations organized under this section shall within six 
months from such purchase be sold or disposed of at public or pri
vate sale unless the time to so dispose of same is extended by the 
Federal Reserve Board.

“No corporation organized under this section shall carry on any 
part of its business in the United States except such as, in the judg
ment of the Federal Reserve Board, shall be incidental to its inter
national or foreign business: And provided further, That except 
such as is incidental and preliminary to its organization no such 
corporation shall exercise any of the powers conferred by this sec
tion until it has been duly authorized by the Federal Reserve Board 
to commence business as a corporation organized under the provi
sions of this section.

“No corporation organized under this section shall engage in com
merce or trade in commodities except as specifically provided in this 
section, nor shall it either directly or indirectly control or fix or 
attempt to control or fix the price of any such commodities. The 
charter of any corporation violating this provision shall be subject 
to forfeiture m the manner hereinafter provided in this section. It 
shall be unlawful for any director, officer, agent, or employee of any 
such corporation to use or to conspire to use the credit, the funds, 
or the power of the corporation to fix or control the price of any such 
commodities, and any such person violating this provision shall be 
liable to a fine of not less than $1,000 and not exceeding $5,000 or 
imprisonment not less than one year and not exceeding five years, 
or both, in the discretion of the court.

“No corporation shall be organized under the provisions of this 
section with a capital stock of less than $2,000,000, one-quarter of 
which must be paid in before the corporation may be authorized to 
begin business, and the remainder of the capital stock of such cor
poration shall be paid in installments of at least 10 per centum on 
the whole amount to which the corporation shall be limited as fre
quently as one installment at the end of each succeeding two months 
from the time of the commencement of its business operations until 
the whole of the capital stock shall be paid in. The capital stock of 
any such corporation may be increased at any time, with the approval 
of the Federal Reserve Board, by a vote of two-thirds of its share
holders or by unanimous consent in writing of the shareholders with
out a meeting and without a formal vote, but any such increase of 
capital shall be fully paid in within ninety days after such approval: 
and may be reduced m like manner, provided that in no event shall 
it be less than $2,000,000. No corporation, except as herein provided, 
shall during the time it shall continue its operations, withdraw or 
permit to be withdrawn, either in the form of dividends or otherwise, 
any portion of its capital. Any national banking association may 
invest in the stock of any corporation organized under the provisions 
of this section, but the aggregate amount of stock held in all corpora
tions engaged in business of the kind described in this section and in 
section 25 of the Federal Reserve Act as amended shall not exceed 10 
per centum of the subscribing bank’s capital and surplus.

“A  majority of the shares of the capital stock of any such corpora
tion shall at all times be held and owned by.citizens of the United 
States, by corporations the controlling interest in which is owned by
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citizens of the United StatesL chartered under the laws of the United 
States or of a State of the United States, or bjr firms or companies, 
the controlling interest in which is owned by citizens of the United 
States. The provisions of section 8 of the act approved October 15. 
1914, entitled ‘An act to supplement existing laws against unlawful 
restraints and monopolies, and for other purposes’ as amended by 
the acts of May 15,1916, and September 7,1916, shall be construed to 
apply to the directors, other officers, agents; or employees of corpora
tions organized under the provisions of this section: Provided, how
ever, That nothing herein contained shall (1) prohibit any director 
or other officer, agent, or employee of any member bank who has 
procured the approval of the Federal Reserve Board from serving 
at the same time as a director or other office^ agent, or employee ox 
any corporation organized under the provisions ox this section in 
whose capital stock such member bank shall have invested; or (2) 
prohibit any director or other officer, agent, or employee of any cor
poration organized under the provisions of this section who has pro
cured the approval of the Federal Reserve Board from serving at the 
same time as a director or other officer, agent, or employee of any 
other corporation in whose capital stock such first-mentioned cor
poration shall have invested under the provisions of this section.

“No member of the Federal Reserve Board shall be an officer or 
director of any corporation organized under the provisions of this 
section, or of any corporation engaged in similar business organized 
under the laws of any State, nor hold stock in any such corporation, 
and before entering upon his duties as a member of the Federal 
Reserve Board he shall certify under oath to the Secretary of the 
Treasury that he has complied with this requirement.

“Shareholders in any corporation organized under the provisions 
of this section shall be liable for the amount of their unpaid stock 
subscriptions. No such corporation shall become a member of any 
Federal reserve bank.

“Should any corporation organized hereunder violate or fail to 
comply with any of the provisions of this section, all of its rights, 
privileges, and franchises derived herefrom may thereby be forfeited. 
Before any such corporation shall be declared dissolved, or its rights, 
privileges, and franchises forfeited, any noncompliance with, or vio
lation of such laws shall, however, be determined and adjudged by 
a court of the United States of competent jurisdiction, in a suit 
brought for that purpose in the district or territory in which the home 
office of such corporation is located, which suit shall be brought by 
the United States at the instance of the Federal Reserve Board or 
the Attorney General. Upon adjudication of such noncompliance or 
violation, each director ana officer who participated in, or assented to, 
the illegal act or acts, shall be liable in his personal or individual 
capacity for all damages which the said corporation shall have sus
tained in consequence thereof. No dissolution shall take awav or 
impair any remedy against the corporation, its stockholders, or officers 
for any liability or penalty previously incurred.

“Any such corporation may go into voluntary liquidation and be 
closed by a vote of its shareholders owning two-thirds o f its stock.

“Whenever the Federal Reserve Board shall become satisfied of 
the insolvency of any such corporation, it may appoint a receiver who 
shall take possession of all of the property and assets o f the corpora

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



46

tion and exercise the same rights, privileges, powers, and authority 
with respect thereto as are now exercised by receivers of national 
banks appointed by the Comptroller of the Currency of the United 
States: Provided, however, That the assets of the corporation subject 
to the laws of other countries or jurisdictions shall be dealt with in 
accordance with the terms of such laws.

“ Every corporation organized under the provisions of this section 
shall hold a meeting of its stockholders annually upon a date fixed in 
its by-laws, such meeting to be held at its home office in the United 
States. Every such corporation shall keep at its home office books 
containing the names of all stockholders thereof, and the names and 
addresses of the members of its board of directors, together with 
copies of all reports made by it to the Federal Reserve Board. Every 
such corporation shall make reports to the Federal Reserve Board at 
such times and in such form as it may require; and shall be subject to 
examination once a year and at such other times as may be deemed 
necessary by the Federal Reserve Board by examiners appointed by 
the Federal Reserve Board, the cost of such examinations, including 
the compensation of the examiners, to be fixed by the Federal Reserve 
Board and to be paid by the corporation examined.

“The directors of any corporation organized under the provisions 
of this section may, semiannually, declare a dividend of so much of 
the net profits of the corporation as they shall judge expedient; but 
each corporation shall, before the declaration of a dividend, carry 
one-tenth of its net profits of the preceding half year to its surplus 
fund until the same shall amount to 20 per centum of its capital stock.

“Any corporation organized under the provisions of this section 
6hall be subject to tax by the State within which its home office is 
located in the same manner and to the same extent as other corpora
tions organized under the laws of that State which are transacting a 
similar character of business. The shares of stock in such corporation 
shall also be subject to tax as the personal property of the owners or 
holders thereof in the same manner and to the same extent as the 
shares of stock in similar State corporations.

“Any corporation organized under the provisions of this section 
may at any time within the two years next previous to the date of the 
expiration of its corporate existence, by a vote of the shareholders 
owning two-thirds of its stock, apply to the Federal Reserve Board 
for its approval to extend the period of its corporate existence for a 
term of not more than twenty years, and upon certified approval of 
the Federal Reserve Board such corporation shall have its corporate 
existence for such extended period unless sooner dissolved by the act 
of the shareholders owning two-thirds of its stock, or by an Act of 
Congress or unless its franchise becomes forfeited by some violation 
of law.

“Any bank or banking institution, principally engaged in foreign 
business, incorporated by special law of any State or of the United 
States or organized under the general laws of any State or of the 
United States and having an unimpaired capital sufficient to entitle 
it to become a corporation under the provisions of this section may, 
by the vote of the shareholders owning not less than two-thirds of the 
capital stock of such bank or banking association, with the approval 
o f the Federal Reserve Board, be converted into a Federal corporation 
o f the kind authorized by this section with any name approved by
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the Federal Reserve Board: Provided, however, That said conversion 
shall not be in contravention of the State law. In such case the 
articles of association and organization certificate may be executed 
by a majority of the directors of the bank or banking institution, and 
the certificate shall declare that the owners of at least two-thirds of 
the capital stock have authorized the directors to make such cer
tificate and to change or convert the bank or banking institution into 
a Federal corporation. A majority of the directors, after executing 
the articles o f association and the organization certificate, shall have 
power to execute all other papers and to do whatever may be required 
to make its organization perfect and complete as a Federal corpora
tion. The shares of any such corporation may continue to be for the 
same amount each as they were before the conversion, and the direc
tors may continue to be directors of the corporation until others are 
elected or appointed in accordance with the provisions of this section. 
When the Federal Reserve Board has given to such corporation a 
certificate that the provisions of this section have been complied with, 
such corporation and all its stockholders, officers, and employees shall 
have the same powers and privileges, and shall be subject to the same 
duties, liabilities, and regulations, in all respects, as shall have been 
prescribed by this section for corporations originally organized 
hereunder.

“Every officer, director, clerk, employee, or agent of any corporation 
organized under this section who embezzles, abstractsj or willfully 
misapplies any of the moneys, funds, credits, securities, evidences 
of indebtedness, or assets of any character of such corporation; or 
who, without authority from the directors, issues or puts forth any 
certificate of deposit, draws any order or bill of exchange, makes any 
acceptance, assigns any note, bond, debenture, draft, bill of exchange, 
mortgage, judgment, or decree; or who makes any false entry in 
any book, report, or statement of such corporation with intent, in 
either case, to injure or defraud such corporation or any other com
pany, body politic or corporate, or any individual person, or to de
ceive any officer of such corporation, the Federal Reserve Board, or 
any agent or examiner appointed to examine the affairs of any such 
corporation; and every receiver of any such corporation and every 
clerk or employee of such receiver who shall embezzle, abstract, or 
willfully misapply or wrongfully convert to his own use any moneys, 
funds, credits, or assets of any character which may come into his 
possession or under his control in the execution of nis trust or the 
performance of the duties of his employment; and every such re
ceiver or clerk or employee of such receiver who shall, with intent to 
injure or defraud any person, body politic or corporate, or to deceive 
or mislead the Federal Reserve Board, or any agent or examiner 
appointed to examine the affairs of such receiver, shall make any false 
entry in any book, report, or record of any matter connected with the 
duties of such receiver; and every person who, with like intent, aids 
or abets any officer, director, clerk, employee, or agent of any coi> 
poration organized under this section, or receiver or clerk or em
ployee of such receiver as aforesaid in any violation of this section, 
shall upon conviction thereof be imprisoned for not less than two 
years nor more than ten years, and may also be fined not more th&n 
$5,000, in the discretion of the court,
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“Whoever, being connected in any capacity with any corporation 
organized under this section, represents in any way that the United 
States is liable for the payment of any bond or other obligation, or 
the interest thereon, issued or incurred by any corporation organized 
hereunder, or that the United States incurs any liability in respect 
of any act or omission of the corporation, shall be punished by a fine 
of not more than $10,000 and by imprisonment for not more than 
five years.”

Approved, December 24, 1919.
(EXTRACT FKOM)

[P u blic—No. 146—66t h  Congress]
GENERAL PROVISIONS APPLICABLE TO COAL, PHOSPHATE, SODIUM, OIL, 

OIL SHALE, AND GAS LEASES

Sec. 26. That the Secretary of the Interior shall reserve and may 
exercise the authority to cancel any prospecting permit upon failure 
by the permittee to exercise due diligence in the prosecution of the 
prospecting work in accordance with the terms ana conditions stated 
in the permit, and shall insert in every such permit issued under the
Erevisions or this Act appropriate provisions for its cancellation 

y him.
Sec. 27. That no person, association, or corporation, except as 

herein provided, shall take or hold more than one coal, phosphate, 
or sodium lease during the life of such lease in any one State j no 
person, association, or corporation shall take or hold, at one time, 
more tnan three oil or gas leases granted hereunder in any one State, 
and not more than one Tease within the geologic structure of the same 
producing oil or gas field; no corporation shall hold any interest as a 
stockholder of another corporation in more than such number of 
loases; and no person or corporation shall take or hold any interest or 
interests as a member of an association or associations or as a stock
holder of a corporation or corporations holding a lease under the 
provisions hereof, which, together with the area embraced in any 
direct holding of a lease under this Act, or which, together with any 
other interest or interests as a member of an association or associa
tions or as a stockholder of a corporation or corporations holding a 
lease under the provisions hereof, for any kina of mineral leased 
hereunder, exceeds in the aggregate an amount equivalent to the 
maximum number of acres of the respective kinds of minerals allowed 
to any one lessee under this Act. Any interests held in violation of 
this Act shall be forfeited to the United States by appropriate pro
ceedings instituted by the Attorney General for tnat purpose in the 
United States district court for the district in which the property, or 
some part thereof, is located, except that any ownership or interest 
forbidden in this Act which may be acquired by descent, will, judg
ment, or decree may be held for two years ana not longer alter its 
acquisition: Provided, That nothing herein contained snail be con
strued to limit sections 18, 18a, 19, and 22 or to prevent any number 
of lessees under the provisions of this Act from combining their 
several interests so far as may be necessary for the purposes of con
structing and carrying on the Dusiness of a refinery, or oi establishing 
and constructing as a common carrier a pipe line or lines of railroads 
to be operated and used by them jointly in the transportation of oil

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis




