
COMPARISON OF CERTADT PROVISIONS OF TITLES I
MID III O? THE BANKING BILL AS PASSUB BY THE

HOUSE il'JD AS ?!?: ORTED TO THE SENATE

July 15

Bill Passed by House

TITLE I - FEDERAL DEPOSIT INSURANCE

Bill Reported to Senate

!• Insurance of Nonmember Banks.

Subsection (f)(2) of Section 12B
of the Federal Reserve Act as rewritten
by the House bill would permit any
State nonmember or national nonmember
bank to become an insured bonk, "subject
to the provisions of this sectionff# The
existing provisions of subsection (i)
which terminate the insurance of a
member bank when it ceases to be a mem-
ber bank, and the existing provisions
of subsections (l) and (y) which termi-
nate the insurance of all nonmember
banks on July 1, 1937, would be elimi-
nated «

Subsection (f)(2) as contained
in the Senate bill also would permit
any State nonmember or national
nonmember bank to become an insured
bank, "subject to the provisions of
this section"* However, subsection
(i)(2) would terminate the insured
status of a member bank when it
ceased to be a member bank, the bank
remaining liable for assessments and
having its deposits partially insured
for vwo yearn tl-ere&ftsr; and sub-
section (y)(l) would provide that
after* July 1, 1937, no State noiunembor
bank (other than a savings, mutual
savings, Morris Plan, or other bank
doing no commercial banking business,
or a bank located in Hawaii, Alaska,
Puerto Rico or the Virgin Islands)
could be an insured bank or have any
of its deposits insured if it either
(l) was organized after the enactment
of the bill, or (2) had average de-
posits of Ol#000,000 or more.
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Bill Passed by House Bill Reported to Senate

2 • Payment and Interest
Thereon by Insured ̂ Tonmeiaber Banks <

Subsection (v)(7) of section 12B
of the Federal Reserve Act as rewritten
by the House bill, would direct the
Federal Deposit Insurance Corporation
Directors to prohibit by regulation
the payment of interest on demand de-
posits in insured nonmember banks,
but to make stich exceptions to the
prohibition ftas are now or may here-
after be prescribed with respect to
deposits payable on demand in member
banks11 by section 19 of the Federal
Reserve Act or by regulation of the
Federal Reserve Board* The Directors
would also from time to time limit
by regulation the rates of interest
payable by insured nonmember banks
on other deposits* Such regulations
would prohibit such banks from paying
deposits prior to maturity and from
waiving any notice requirement with
respect to withdrawal of deposits;
but the prohibitions respecting with-
drawal xvould not apply to savings
deposits, and exceptions could be made
to the prohibition against the payment
of deposits before maturity and the
waiving of notice requirements %here
by reason of special circumstances the
prohibitions respecting withdrawal
would cause unnecessary hardship to
depositorstf# A penalty of flOO, re-
coverable by the Corporation, would be
provided for violation*

Subsection (v)(8) as contained
in the Senate bill would subject all
insured State nonmember banks (other
than savings baiiks, mutual savings
banks, Morris Plan banks and other
incorporated banking institutions
engaged only in a business similar
to that transacted by Morris Plan
banks) to "all the provisions of
this Act and regulations thereunder
relating to the withdrawal and payment
of deposits, and the payment of interest
thereon, which are applicable to insured
member banks •'* A penalty of not more
than $100, recoverable by the Corporation,
would be provided for violation*
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THIS III - TECHNICAL AMENDMENTS

(There are considered below only those provisions which concern the
Federal Reserve Board and which also differ in the two bills in some
respect other than the change in the name of the Board*)

Bill Passed by House Bill Reported to Senate

nAoc identaln t Hoiding_ 0omgaggr Af f11 iate&t

Section 301 of the House Bill would
amend section 2(c) of the Banking Act of
1933 to eliminate from the definition of
wholding company affiliate11 (except for
the purposes of section 23A of the
Federal Reserve Act)* any corporation
all the stock of which is owned by
the United States or any organization
"which, in the judgment of the Federal
Reserve Board, is not engage^ directly
or indirectly, as a business in holding
the stock of, or managing or controlling,
banks, hanking institutions, savings
banks, or trust companies"•

Section 301 of the Senate Bill
is the same except that the phrase-
ology is changed to exempt any
corporation all the stock of which
is owned by the United States or
any organization "which is determined
by the Board of Governors of the
Federal Reserve System not to be
engaged, directly or indirectly, as
a businessn, etc*

2* Receipt of Deposits by Persons not Subject
fo State or Federal Regulation*

Section 503(b) of the House Bill
would repeal section 2l(a)(2) of the Bank-
ing Act of 1933 which prohibits persons
not subject to State or Federal examina-
tion and regulation from receiving de-
posits unless they submit to examination
by the Comptroller of the Currency cat' the
Federal Reserve bank of the district, and
make and publish periodic condition reports•

Section 303(b) of the Senate Bill,
instead of repealing the provision,
would amend it to prohibit any person
or organization from engaging in the
business of receiving deposits with
other than his or its own officers,
agents, or employees, unless such per-
son or organization (l) is incorporated
under and authorized to engage in such
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Bill Passed by House Bill Reported to Senate

business by Federal or local law; or
(2) is permitted by local law to en-
gage in such business and is subject
under such law to examination and regu-
lation; or (3) submits to periodic
examination by the banking authorities
of the locality where the business is
conducted and makes and publishes
periodic reports of condition under
the same conditions as required by
local law in the case of an incor-
porated banking institution.

3# JJnderv/riting and Dealing in Securities by Banks•

Section 508(a) of the House Bill
would amend section 5136 of the Revised
Statutes to make it clear that national
and other member banks may purchase and
sell stocks for the account of their
customers, but not for their own account,
and to eliminate the existing prohibition
against a member bank purchasing
and holding more than 10 percent of
a particular issue of investment securi-
ties, but the total obligations of one
obligor which may be held by a member
bank would be reduced from 15 percent
of the bank's paid in and unimpaired
capital and 25 percent of its unimpaired
surplus, to 10 percent of each, though
banks would not be required to dispose
of securities lawfully held on the date
of enactment of the bill#

Section 508(a) of the Senate Hill
would make same changes in section 5136
but also would add a provision which,
in effect, would provide that member
banks (and through the effect of the
amendment in section 303(a) of the bill
to section 21 of the Banking Act of
1935, also nonmember banks and pri-
vate bankers) nunder such limitations
and restrictions as the Comptroller of
the Currency may by regulation prescribe,
nay underwrite and sell bonds, debentures,
and notes, such selling to be limited to
sales on an exchange registered as a
national securities exchange under the
Securities Exchange Act of 1954, to di-
rect and unconditional sales to dealers
or brokers (other than banks) who are
registered with the Securities and Ex-
change Commission under regulations to
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Bill Passed by House Reported to J*enate

be prescribed by it, and to sales at
public auction or otherwise as permitted
by regulations prescribed by the Comp-
troller of the Currency11* A bank could
not underwrite more than 20 percent of
any one issue, or $100,000 thereof,
whichever is greater; and such under-
w i t ing engagements as to obligations
of any one issuer could not exceed at
any one time 10 percent of-foe bank's
paid in and unimpaired capital and sur-
plus • The aggregate of the bank's under-
writing engagements could not exceed at
any one time 200 percent of its paid in
and unimpaired capital and surplus•

Separation of Member Banks' Stock Certifi-
cates from Those of Other Corporations•

Section 510 of the House Bill
would amend section 5139 of the Revised
Statutes so that the requirement that
stock certificates of national banks
may not "represent the stock11 of any
other corporation, except a member bank
or a corporation existing on the date the
paragraph took effect nengaged solely
in holding the bank premises of such
association,w would be changed to a re-
quirement that such certificates may not
ffbear any statement purporting to represent
the stock'* of any other corporation, except
a member bank or a corporation existing
on the date of enactment of the bill

Section 510 of the Senate Bill
contains the same provisions except
that the corporations whose stock
certificates could be represented by
those of national banks or be condi-
tioned upon the transfer of national
banks1 shares, would be "a member bank
or a corporation engaged on June 16,
1934, in holding the bank premises ff«
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Bill Passed by House

"engaged primarily in holding the
bank premisesn9 A similar change
would be made in the exceptions to
the prohibition against the transfer
of national bank shares being con-
ditioned upon the transfer of shares
of other corporations; and a provi-
sion would be added to the effect that
the section shall not operate to pre-
vent the transfer of stock of any
other corporation being conditioned
upon the transfer of a national bank
stock certificate*

Bill Reported to Senate

A new subsection, (b)fwould be add-
ed to section 310 in the Senate bill to
make the seme changes in the nineteenth
paragraph of section 9 of the Federal Re-
serve Act regarding the stock certifi-
cates of State member banks, as would be
made by the first part of the section in
the case of stock certificates of nation-
al banks #

Assets to be &eld by Holding Company
Affiliates against *%nk Stock Not
Subject to Statutory Liability,

Section 51l(c) of the Senate Bill
would amend section 5144 of the Revised
Statutes so as to relieve a holding com-
pany affiliate, to the extent that the Bank
stock owned by it is not subject to statutory
liability, from the provisions of subsection
(b) of section 5144 which require a holding
company affiliate after June 16, 1938,
(l) to possess and maintain readily mar-
ketable assets other than bank stock
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Bill Passed by House Bill Reported to Senate

in an amount not less than 12 per cent
of the aggregate par value of all such
stock controlled by it; (2) to increase
such amount by 2 percent per annum of
such par value until such assets amount
to 25 percent of the par value of such
bank stock; and (3) to reinvest in
readily marketable assets other than bank
stock all net earnings over 6 percent
per annum on the book value of its own
shares until such assets amount to 25
percent of the aggregate par value of all
bank stocks controlled hj it# In lieu
of these requirements, any such holding
company affiliate, to the extent that
the shares of bank stock held by it are
not subject to statutory liability,would
be required after June 16, 1938, to
establish and maintain out of the net
earnings over 6 percent per annum on the
book value of its ovm. shares, a reserve
of readily marketable assets equal to not
less than 12 percent of the aggregate par
value of such bank stocks controlled by it

6» Limitations on Loans by Member Banks
on Government Obligations

Section 521(a) of the House bill
would amend section 11(m) of the Federal
Reserve Act to place State member banks
on a parity with national banks in lend-
ing on the security of bonds or notes of
the United States issued since April 24,
1917, certificates of indebtedness of the
United States, or Treasury bills of the

Sections 321(a) and 521(b) are
the same in the Senate bill except
that the 25 percent maximum would
also be extended for both national
banlcs and State member banks to
"obligations fully guaranteed both
as to principal and interest by the
United States•"
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Bill Passed by House

United States, by changing the limitation
on loans to one individual on such securi-
ty from 10 percent of the bank's unim-
paired capital and surplus to 25 percent
thereof$ as provided for national banks in
section 5200 of the Revised Statutes*
Section 52l(b) would emend section 5200
of the Revised Statutes to make it clear
that it covers Treasury bills of the
United States as well as the other Gov-
ernment obligations listed above*

Bill Reported to Senate

7• Payment of Deposits and Interest
thereon by 3*fember_ Banks

Section 524(c) of the House bill
would amend section 19 of the Federal
Reserve Act so that there would be ex-
empted from the prohibition against the
payment of interest on demand deposits:
(l) Contracts entered into before the
bank became subject to the provisions of
the paragraph; (2) Any deposit payable
only at an office located outside of the
States of the United States and the
District of Columbia; (3) Any deposit
made by a mutual savings bank or a sav-
ings bank; (4) Any deposit of public funds
made for any State or other such sub-
division, or any deposit of trust funds,
if the payment of interest on such
public or trust funds is required by
State law; and (5) Any deposit of
funds by the United States, any ter-
ritory, district, or possession thereof,
or any public instrumentality or agency
of the foregoing, as to which interest is

required by law#

Section 324(c) of the Senate
bill would permit exemptions (3) and
(4) only until the expiration of two
years after the enactment of the bill,
and would repeal so much of the existing
law as in the case of instances covered
by exemption (5) would be inconsistent
with section 19 of the Federal Reserve
Act*
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Bill Fassed by House Bill Reported to Senate

The Board's power to classify time
and savings deposits and to limit the
rates of interest to be paid thereon
would be made more flexible; and there
would be a provision that the Board
!tmay prescribe different rates for
deposits of different classes*"

The provision regarding the
classification of deposits and the
limitation of rates of interest to be
paid thereon would be changed to a
provision that the Board "shall
prescribe different rates for such
payment on time and savings deposits
having different maturities, or subject
to different conditions respecting with-
drawal and repayment, or subject to
different conditions by reason of
different locations, or according to
the varying discoimt rates of member
banks in the several Federal Reserve
districts %

The absolute prohibition against the
payment of time deposits before maturity
would be relaxed to permit such payments
under conditions prescribed by the Board;
and deposits payable only at offices lo-
cated outside the States of the United
States and the District of Columbia
would be exeinpted from all restrictions
on payment before maturity and all restrictions
on interest rates•

Same provisions in Senate bill#
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Bili Passed by House Reported tô  Senate

Lottna and Ext era ions °f_^etHt_Jbo
Affiliates"*

Section 327 of the House Bill would
amend section~2?fA of the Federal Reserve
Act to broaden the exertions from the
limitations of that section, adding to
such exemptions*

(1) Affiliates engaged "privily"
in holding the bank premises (the ex-
isting law requires then to be "solely11

so engaged);
(2) Affiliates primarily engaged in

maintaining and operating properties
acquired for banking purposes prior to
enactment of the billi

(3) TSholly owned subsidiaries of
foreign banking corporations organised
under the Federal Reserve Actf

(4) Wholly owned subsidiaries of
similar corporations in which national
banks are authorised to invest under sec-
tion 25 of the Federal Reserve Actf

(5) Affiliates engaged solely in holding
obligations of§ or fully guaranteed as to
principal and interest byt the United
States (the present exemption applies
only to affiliates holding such direct
obligation*)!

(6; Affiliates which became such
through a bona fide previous debtf
and

(7) Affiliates which are such be-
cause their shares are held by the
bank as fiduciary (except when the
beneficiaries are a majority of the
bank1a stockholders)#

Section 327 of the Senate Bill is
the same* except that the exemption
indicated as (l) would be changed to
affiliates "engaged on June 16f 1934" in
holding the banl: premises) and the exemp-
tion indicated as (2) would m changed to
affiliates engaged in imdntainir:^, and
operating properties acquired for bank-
ing purposes prior to June 16, 1934 #
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Bill Passed by House Bill Reported

The section would also "be made
inapplicable to affiliate indebted-
ness arising from the unpaid balance
due on assets purchased fyom the bank*
and to loans secured by, extensions
of credit against, or purchases under
repurchase agreement of, obligations
of the United States or obligations
fully guaranteed as to principal and
interest by the United States•

The exemption contained in the
House bill for purchases under re-
purchasing agreement of obligations of
the United States or obligations fully
guaranteed as to principal and interest
by the United States, does not appear
in the Senate bill#

Interlocking Bank Directprates*

Section 329 of the House Bill
would repeal section 8A of the Clayton Act,
which restricts interlocking relationships
between banks and trust companies organized
or operating under the laws of the United
States and institutions which "make loans
secured by stock or bond collateral'*•

Section 8 of the Clayton Act would
be rewritten to provide that tfno director,
officer, or employee of any member bank
of the Federal Reserve System shall be
at the same time a private banker or a
director, officer, or employee of any
other bank, banking association, savings
bank (other than a mutual savings bank),
or trust company except in limited

Section 329 of the Senate Bill
would repeal section 8A of the Clayton Act,
and also would repeal certain provisions
of section 25 and 25(a) of the Federal
Reserve Act regarding interlocking
directorates between member banks and
foreign banking corporations organized
under the Federal Reserve Act or in
which national banks are authorized to
invest under section 25 of the Federal
Reserve Act*

The Senate bill would rewrite section 8
of the Clayton Act to provide that wno
director, officer, 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,
officer, or employee of more than one
other bank, banking association, savings
bank, or trust company organized under the
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Bill Fassed by House

classes of cases in which the Federal
Reserve Board may allow such services
by general regulations when in the
judgment of the Federal Heserve Board
such classes of institutions are not
in substantial competition1**

The House revision of section 8
would be effective January 1, 1936•

Bill Reported to Senate

National Bank Act or organized under the
laws of any State or of the District of
Columbia* or any branch thereof," except
in the case of one or more of the fol-
lowing or a branch thereof:

(1) A bank of which more than 90 per-
cent of the stock is owned by the United
States or by any corporation of which the
United States ovms more than 90 percent
of the stocks

(2) A bank placed formally in liquidation,
or which is in the hands of a receiver, conser-
vator, or similar official;

(3) A bank principally engaged in inter-
national or foreign banking or banking
in a dependency or possession of the
United States which has entered into an
agreement with the Board pursuant to
section 25 of the Federal Reserve Act;

(4) A bank of which more than 50 per-
cent of the common stock is owned by per-
sons who own more than 50 percent of the
common stock of the member bankj

(5) A bank not located and having no
branch in the same place where the member
bank, or a branch thereof, is located, or
in any place contiguous or adjacent there-
to;

(6) A bank not engaged in a class or
classes of business in which the member
bank is engaged;

(7 ) A mutual savings bank having no capital
stock*

The Senate revision of section 8
would be effective immediately, but a
further provision, not contained in the
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Bill Reported to Senate

House bill, would suspend the operation
of the amendment until February 1, 1939,
in so far as it affects any director,
officer, or employee of any member bank
or branch thereof who is lawfully serving
on the date the bill is enacted*

The Board would be "authorised and
directed to enforce compliance with this
section, and to prescribe such rules and
regulations as it deems necessary for that
purpose !f»

of Postal Savings Deposits
and Interest Thereon.

Section 541 of the House Bill
would amend section 8 of the Postal
Savings Depository Act of June 25,
1910, as amended by section ll(c) of
the Banking Act of 1933, to clarify
the provisions regarding the with-
drav/al of postal savings deposits,
and also to prevent the rate of inter-
est paid on such deposits exceeding the
rate which may lawfully be paid on
savings deposits by member banks located
in or nearest to the place where the
depository office is situated*

Omitted entirely from Senate Bill#
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11. Impairment of Preferred Stock and
Capital Notes or

Section 544 of the Senate Bi,ll would
provide that if any part of the capital
of a national bank, State member bank,
or bank applying for membership in the
Federal Reserve System, consists of
preferred stock, or if any such bank has
outstanding capital notes or debentures
of the type eligible for purchase by
the Reconstruction Finance Corporation
under section 304 of the Emergency
Banking Act, the determination of whether
or not the capital of such bank is
impaired and the amount of such im-
pairment shall be based upon the par
value of its stock, even though the
amount which the holders of the pre-
ferred stock shall be entitled to receive
in the event of retirement or liquidation
shall be greater than the par value of
such preferred stock; and that such
capital notes or debentures, and any
obligations expressly subordinated there-
to, be excluded from the total liabilities of
the bank in determining whether its capital
is impaired* It would also be provided
that dividends not in excess of 6 per-
cent per annum on national bank preferred
stock, and also disbursements in the event
of the retirement of such stock or li-
quidation of the association could be based
on the purchase price rather than par
value»
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