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June 6, 1935

United States “emate,
Washington, D. C.

My dear Semator Fletecher:

I sm inelosing for the sonsideratiom of your Committee a
memorandum containing certain suggested amendments to H. R. 7617 in
the form in whieh it passed the House of Representatives.

The memorandum econtains a brief explamation of the purpose

memorandum.
1 sm sending a similar letter and a copy of the inclosed
memorandum to Semater Class.
Very truly yours,
Al
M. 5. Bocles,
Governor.
Inclosure
WWikp

cc sent to Hon. Henry B.




AMEVNDMESTS PROPOSED BY GOVERNOR ECCLES.
TO Hs R, 7617 AS PASSFD BY THE EOUFE OF REPRESENTATIVES,

Submitted to
. Senate Committee on Banking and Currency
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_Page 43, between 1line 13 and line 14, insert the following
perazrepht

"(y) (1) umuh-nmwmm”
date sha!l be an insured bank or comtinue te have sny part
of its deposits imsured after July 1, 1837, unless such bank
shall be & nember of the Federsl Reserve System. No “tate
bank orgenised om or before the effective date which during
the ealendar year 1936 or any sucoseding celendar year shall
have saverage deposits of 1500,000 or more shall be an insured
bank or eontinue to have any part of its deposits insured after
July 1 of the year following any such ealendar year during whieh
it shall heve had such amount of average deposits, unless such
bank shall be & member of the Federal Reserve System: Provided,
Thet for the purposes of this paragraph the term 'State benk'
shall not include (a) & mutual savings bank, or (b) a Merris
Plan Bank, or (¢) & bank located im the Territory of Hawaii
or Alaska,”

(Note: This emenduent is intended omly as & compromise
in the event that it is impoesible to retain the provisions
of existing law or the provisions of the original bill
(pe 37, line 18), which require nommember benks to become
mnembers of the Federal Reserve System by July 1, 1837 in
order to retain the bemefits of deposit insurance, The
sbove compromise amendment would exempt from this require-
ment benks having average deposits of less tham 800,000,
thus eliminating the chief ground for opposition to the
eompulsory membership requirement, It would exempt 5,644
banks and would only require 2,038 of the present insured
banks to become rembeps of the Federsl Reserve System,)
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Page 43, line 14, strike out "(1)" and substitute "(2)".
Page 43, 1ine 21, strike out "(2)" and substitute "(3)".

Section 201(a)

Page 44, lines 9 to 14, inclusive, strike out the sentence
beginning with the word "Esch” in line § and ending with the words
"Vice Governor® in line 14 and imsert in lieu thereef the following:

"The term of office of each class C director shall be

three years but the Governor shell cease to be & clas: C
director when he ceases to be Coverner of the bank even
though he may not have served his e tire term as class C

. director and, if the 'ice Governor be designated as a elass C
director,he shal! cease to be & class C director wheam he
conses to be Vice Govermor even though he may not have served
his entire term as class C director,”

(Note: This is merely s clarifying emendment ine
tended to remove any ambiguity as te the term of office
of & Governer or & Vice Governor appointed to fill e vacanoy,.
A% present the section provides that the Gevernor's term
as ¢ class C director "shall expire" whem he ceases to
be Covernor eof the bamk, The section also provides that
& person a;pointed to i1l & wecancy in the office of
Governor shall hold of fice until the expiration of the
term of his predecessor. Sinee the section provides
that the Governor's term as a class C director "shall exe
pire" when he ceases to be Govermor, it co 14 be argued
that there would be no unexpired term for his successor
to fill, This smendment changes the provision that the
Governor's term as & olass C director "shall expire”
when he ceases to be Covernor teo a provision that he
"shall cease to be & elass ¢ director” when he ceases
to be Governore. The same provisions ere appliceble to

. the term of the Viee Governmor,)
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Page 44, lines 20 and 21, strike out the words: "Effeective
ninety days after the enactment of the Banking Act of 1936" and
substitute the words "iffective Jeanuvery 1, 1936",

Page 46, lines § and 10, make the same change.

(Note: The purpose of these ehanges iz to poste
pone the effective date of the combinetion of the offices
of Governor and Chairmen so as to a'low ample time for
the directors of the banks to select the persons to be
appointed to the combined office and to obtain the
Federal Reserve Foard's approval of such appointments.)
Page 46, line 19, insert after the word "each” and before

the comma the following:
"(exclu‘ing sny service prior therete for am umexpired
portion of & term as the result of & vaeancy)"

. (Note: The purpose of this smendment is to meke 1%
clear that the two consecutive terms of three years each
which & director may serve do not include prior service
during an unexpired portion of a term as the result of a
vacenoye Thus, & direetor who had served during the last
yoar of a term as the result of a vecancy would be eligible

to serve thereafter two three year terms, or a total
service of seven years.)

Section 203

Page 48, after line 13, insert the following:

"(2) By adding at the end of the first paragraph the
followings ‘Begimming with the date wpon which the person who
is first hereafter a pointed or reappointed as ean appointive
member of the Federal Keserve Poard makes and subseribes to the
oath of offiece, the appointive members of the Fedesal Reserve
Board shall esch receive a salary at the same rate as that of

. the heads of Emecutive Departments who are members of the
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President's Cabinet, together with actual neecessar; traveling

expenses, in lieu of the shlary provided for such appointive

menbers in the precedin; centence, Euch appointive menber of

the Federal Eeserve ‘oerd heretofore appointed may retire

from service upcn reaching the age of seventy or at any time

thereafter, and all members hereafter appointed shall retire

upon reaching the sge of seventy, E:ch member of the Foard

80 retired frog serviece who shall have served for as long s

twelve years shall, during the remsinder of his life, receive

an snnual retirement pay in an amount equal to the annual salary

heretofore paid to appointive members: Provided, That, if he shell
. have served for as leng as five years, but less than trelve years,

his annusl retirement pay shall be at the rate of one-twelfth

of the smnual salary heretofore paid to sppointive members

for each ;ear served and for any fraction of an additiomal year

of such service: Provided further, That any member whose term

expires and who is not reappointed shall receive retirement

pay upon the same basis as if he had Leen retired unde: the

provisions of this para;reph, except that, if his term expire

before he reaches the age of sixty-five and he be offered and deecline

to acce t reappointment, he shall not receive any retirement pay.

The fumnds necessary for such retirement pay shall be provided by

the Federal Reserve banks in such manmer as the Federal Reserwe

. {
!
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Board shall preseribe. Nothing in this section shell prevent
the President from reappointing any member of the Federal
Roserve Board holding offiee on the date of enactaent of

the Banking Aet of 1985,.'"

(Note: The first portion of this smendment would

(Notes This emendment merely changes the numbering
of the para;raph.)

Page 48, line 24, change the comma following the werd

"President”™ to a period and strike out everything from thet point through

the period
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following the word “Governor™ om rege 49, line 1,

(¥ote: This is a perfecting amendment designed to
bring this section into cenformity with the provisienm
thet the Governor may continue to serve as a member of
the Sorrd after the terminstion of his designation as
Governor, By restoring the applicability of the ¢ ird
sentence of section 10 of the !ederal Reserve Act, the
Governor's term as & member of the Board will remein fixed

at 12 years,)
"/4'\/.‘
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Page 49, line 9, change the figure 3 in the parenthes:s
to the figure 4,

(Netes This smendment merely chsnges the numbering
of the paragraph.)

Page 53, 1ine 11, immediately after the words “"Sec. 208."
ingert the words "Effective 90 days after the enactment of the Banking

Act of 1938 .

(Note: This is intended to allow ressonable time
for the Board to issue regulstions regerding the issu-
ance of Federsl Reserve notes and for the ‘ecretary of
rensury %o prescribe the form of such notes before
smended provisions of law become effective,)

4

Section 210
Page 66, line 21, strike cut the sentence beginming with

the words "No bank shall™ snd ending with the word "greater” in line 1
on puge 57,

Page 57, line 12, insert after the period and before the
quotation marks the following: "Om and after the dete om which the
regulations first adopted wmdier this section shall become effective,
no State bank or trust compeny which is a member of the Federal Reserve
System shall make new real estate loans except to the same extent and
under the ssme regulatioms end limitations as natiomal banking sssocie-~
tiones ars permittcd to do so."

(Note: These amendments would restore sectiom 210
to the form recommended by Covernor Essles to the Louse

Committee on Panking and Curremey by strikin; out the
limitation on the eggregate amount of real estete loens
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which any national bank may heve ocutstanding and by
restoring the provision requiring State member banks to com=
ply with the seme regulations and limitetions regarding real
estate loans as afe applicable to national bamks.)
Seetion 307
Page 61, line 3, strike all of section 307 amd substitute
the followings
"Sec, 307, Effective February 1, 1036, section 32 of the
Banking Act of 1983 is amended to read as follows:
"1Sec. 32, No officer, director, or employes of any
corporation or unineorporated associstion, no partner or
employee of any partnership, and no individual, engaged in the
issue, flotation, underwriting, public sale, or distridution,

.“ at wholessle or retail, or through syndieate participatien, of
stocks, bonde, or other similer securities, shall serve at the same
time as an officer, director, or employee of any rember bank, The
Federal Keserve Jocard is atithorised and directed to enforce com=
pliance with this section, and ¢ prescride such rules and regulations
a8 it deems necesssry for that purpose,'”

(Notes mmut-wrmmmcm
Federal Reserve Board may, by yeneral regulations in

limited classes of cases, make exceptions to the prohie
bition of the section against interlocking firestore

. ViU
/
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Scotion 329

Page 82, line 14, strike all of seotion 32§ and substitute

the following:

"Sec. 320. Effective January 1, 1936, section 25
of the Federal Reserve Ack, as amended, is further amended
by striiing out the last pare;greph of such seection; the
paragraph of section 26(a) of the Federal feserve A<t, as
amended, which commences with the wowds ‘A mejority of the
shares of the capital stoek of any such correrstion' is amended
by strikihg out all of s«id paragraph cxeept the first

. sentence thereef; and the Act entitled 'Am Act to sup;lement
existing laws againgt unlawful restraints and momopolies, and
for other purposes’ (38 Stat. 730), approved Oetober 15, 1914, as
amended, is further amended (a) by strikimg out seection 8A
thereof and (b) by substituting for the first three paragraphs
of secthon 8 thrreef the following:

"'Section 8. No director, of ieer, or employee of any
member bank of the Federal Reserve System or any branch thereof
shall be at the same time a private banker or a director, -fficer,
or employee of any other bamk, banking association, sevin s bank,
or trust company organised under the “ational “ank Act or organised
under the lavs of any State or of the Bistriot of Columbia, or any
branch thereof, emeoept any one or more of the follewing or any

. brench thereof:
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*1(1) A bank, banking association, savings benk, or
trust compeny, more than 90 per cent of the stock of which is
owned directly or indirectly by the nited Sgates or b, any
corporation of which the ‘nited States direeotly or indirectly
owns more than §0 per cent of the stoeck,

“*(2) A bank, banking assoeciation, savings bank or
trust company which has been placed formally im liguidetion
or which is in the hands of a receiver, conservator or
other offielal exercising similar functions.

"1(8) A corporation prineipally engaged in international
or foreign bemking or tanking in e dependency or insular
possession of the United States which has entered inte an
azreement with the Vederal Reserve Board pursuent to section
25 of the Federal leserve Act,

"*(4) A bvenk, bsmking assoeiation, savings bank, or
trust company, more than 50 per cent of the stoeck of whier
is owned directly or imdireetly by persons whe owm directly
or indireotly more than 80 per eent of the stock of such
member enke.

"'The Fedcral lieserve ‘oard is sutioriszed an’ directed teo
enforce compliance wit this section, and to preseribe such

rules and regulations as it deems necess ry for that purpose.'”
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(Note: This smendment enumerates the limited classes
of caszes in which there may be interlocking directors
between member benks and other bamks under secticn 8 of
the Clayton Act. It eliminates the rrovision that the
Board meay allow interlocking directorates by general
regulations where bants are not in substential competition,
and provides timt the ilcard is suthorized and directed to
enforce eompliacee with the seetion and te pres ribe
such rules and regulations as it deems necessery for such
purpose. Conflioting provisione of section 25 snd sectiom
26(a) releting to foreign or internstional bLenking corpor-
ations are repesled, The provision repealing section 8A
of the Claybom Act is not changed by this amendment,)

Additional section

follows:

At the end of the bill add u new section reading as

"SEC. The right to alter, amend, or revesl this

. Aet is hereby expressly reserved, If any provision of this Aet,

or the spplication thereof to any person or cireumstance, is held

invalid, the remainder of the Act, and the application of such

provision to other persors or eireumstences, sisll not be

affected t ereby,"
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(Note: This is merely the usual saving clsuse
at‘aghed to bills of this character snd is belleved to
be desirable in view of the large number of techniecal
amendments te the existing lew contained im this bill,)






