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SUMMARY OF PROPOCZSEL "BANKING ACT

OF 19 35",

There are summarized below the provisions of the proposed
"Banking Act of 1935". (H.R. 5357 aud o, 1718 as introduced in
Congress under date of February 5 and February 6, 1935, respactively).
Thic is intended merely as a brief statement of the apparent effect
of the principal provicions of the bill but is not intended as & legul
interpretation of the language of the bill or as a comment thereon.

Title I of the bill is summarized by subject matter because
its provisions are closely interrelated. Titles II and III are sum-
marized section by section.

The references in Title I to "Act" refer to the Federal
Reserve Act and the numbers following the word "Act" refer tc sectione
thereof. The references in Title I to "Bill" refér to the proposed
"Banking Act of 1935", and the numbers immediately after the word
"Bill" refer to the numbered subdivisions of Title I while the suc-
ceeding parenthetical numbers, if any, in such relerences refer 4o

the numbered paragraphs und-r such gabdivislons.,
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TITLE I. FEDFRAL DEPOSIT INSURANCE AMENDMENTS.
MODIFICATIONS IN PLAN OF DEPOSIT INSURANCE.

Upon the enactment of the bill the temporary insurance plan
now in existence will be converted into a permanent plan, changed
in some respects from the permanent plan now provided for by law.,

Cost_of Incurance to Banks, -- In lieu of the as-

sessments aggregating not more than 1 per cent of insured deposits

to which banks insured under the existing temporary insurance plan

are subject (Act, 12B(y)) and of the requirement that banks insured
under the permaenent plan purchase stocklin the Federal Deposit.Insurance
Corporation (hict, 12B(e)) and then be liable for unlimited assessments
(Act, 12B(1)), insured banks under the plan set up in the bill will

be subject to an annual assessment of one-twelfth of 1 per cent of
their total deposits, which is payable semi-annually. The Federal
Deposit Insurance Corporation Directors may fix a lower rate or provide
for a refund or credit on such assessment, not to exceced 50 per cent

of the last annual assessment; but suchk lower rit~, refund, or credit,
must apply to all insured banks, except that a special rate may be set
for insured mutual savings banks. (Bill 8). The refund which, under
the old law, would be due to a member of the Temporary Insurance Fund
upon the dissolution of such Fund is to be credited to the bank by the
Corporation if the bank remzins in the permanent insurance, and applied
to the bank's annual assessments until exheusted. (Act, 123(y)); (8111

8(4)). As in existing law, the declaration or payment of a dividernd
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by a bank which is in defeult in an assessmunt auc the Corpor-iion
(Act, 12B(1)) is mrde punishable by fine or impriconment or both,
{Bill, 22(3)). )

Amount. of Depocics Insured. — In lieu of the existing
provision of the permanent insurance plan insuring 100 per cent of
deposits up to {10,000, 75 per cen£ between £10,000 arnd 50,000, and
50 per cent above $50,000 (Act, 12B(1)), it is provided that $5,000
shall be the maximum amount insured for one depositor, conforaing in
this respect to the now existing plan for Temporary insurance (Act,,
i28(y)). However, the amount of the insured deposit is to be com-
puted after deducting offsets (Bill 12, 3(12)). Deposits of trust
funds are insured to the extent of §$5,000 for each estate in addition
to the insurance of other deposits owed the trust beneficiary. (Bill
3(12), 8(5)). Trust funds deposited by insured fiduciary banks in
other insured banks are likewise insured to the extent of $5,000 for

each trust estate rcpresented. (Bill 8(5)).

WHAT BANKS ARE INSURED; TERMINATION OF INSURED STATUS.

Irangfer of Members of Temporary Fund to Permanent Insur-

ance Plan. -- All operating members of the present Temporary Insurance
Fund continue to be insured, and are automniically transferred to the
permanent‘insurance plan (Bill 5,6), svbjcet to the right of with-
drawel or expulsion in certain casés, ag indicaled below. There is
no longer any necessity for examination or certification of such banks
which are already insured, in order to entitle them to permanent in-

surance. (Act, 12B(e); Bill 5,6).

Federal Reserve Bank of St. Louis



L-75

insurance of Banks Fntering Federal Rescerve System. -- State

banks becoming members of the Fedcral Reserve System, national member
banks commencing or resuming business, and State banks couverting into
national member banks, become insurcd upon the issuance of a specified
certificate to the Federal Deposit Insurance Corporation by the Comptroller
of the Currency in the case of a nationel bank, or by the Federal Re-
serve Board in the case of a State member bank; and if the bank enter-
ing the System or converting into a national bank is already insurcd,
no such certificate is required. The certificsate must state that “con-
sideretion has been given" to the following factors: the fineacial .
history and condition of the bank, the cdequacy of its capital struec-
ture, its‘future earnings prospects, the generel choracter of its men-
agement, the convenicnce and needs of the community to be served by

the bank, and whether or not its corporate powers are consistent with
the purposes of section 12B. (Bill 5 and 7).

Insurance of Additional Nonmember BRanks, -- Uatil July 1,

1937 any national nonmember bank may become insured upon a similar
certification by the Comptroller of the Currency. Any State nonmeamber
bank may also become insured until that date upon application to and
examination by the Federel Deposit [nsuraace Corporction, but before
approving such aa wpplication the Federal Deposit Insurance corpor.tion
Directors shall "give c-unsigeraticn” to the fectors listed above, wnd

shall determine, upon the basis of a thorough exrmination, thet the
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bank!s assets in excess of its capital requiremeants are adeguate
to enable it to meet 2ll of its liabilities as shown by the books
of the bank to depositors and other creditors. (3ill 6(2)). The
requirement of existing law in such cases is that the bank be in
"solvent condition". (Act 1ZB(y), (e)). The old provision in scc-
tion 12B(f) for insurance of a nomiember bank after July 1, 1936
pending its application for conversion into & national bank or for

admission to the System is eliminated. (Bill 6).

Insurance Terminated for Certain Banks June 30, 1935, -~ A
nomnember bank may withdraw from the plan as of June 30, 1935 by
glving notice to the Federal Deposit Insurance Corporation within
thirty days after the enactment of the bill, and notice to its de-
poéitors ﬁot less than 20 days before June 30, 1935. Insurance of
a State nonmember bank is also terminated on June 30, 1935 unless
before enactment of the bill, the bank filed the statement shoring
its deposits as of October 1, 1934 and paid the assessment as of
that date, as required by existing law. A bank's insurance is also
terminated as of June 30, 1935, if prior to the enactment of the bill

it has permanently discoatinued banking operations. (Bill 6(1)).

germinag.op of Insurance by Exg‘ulsigg_? -~ The Federal De-
posit Insurance Corporation Directors are authorized to terminate
the insured status of a bank for continued unsound practices or re-

peated violations of the law or rejulations to which the bank is
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subject. A sitatement of sucih violation must first be given the
Comptroller of the Currency in the case of a mational or district
bank, the State Suvncrvisory autnorities in the case of a State
banlz, and also the ¥Federal Reserve Board in- the case of u State
member banl:, for the purpcse of securing a correction of such
practices or condition. If correction is not‘made within such
period, not exceeding 120 days, as the Conptroller, State author-
ity, or Board, as the case may be, shall require, ths Federal De-
vosit Insurance Corporation Directors, if they determine to proceed
further, shall give tae banit not less than thirty dayswritten
notice of inteation to terminiate its insured status, ani fix a time
and place for hearing. If the baak does not appear, or if the Fed-
eral Deposit Insurance Corroratioa Directors make a written find-
ing (such written findings tc be conclusive) that any ground spec—
ified in such notice has Leewn established, the Directors "may
order that the insured status of the bank be terminatefl". The cor-
poration mey ruvlish notice of the termination, and the bank must
glve notice to its depositors in tue maaner 1‘?escribed by the Directors.
(Bi11 9).

After such termination, tlie insured deposits of each depositor
in the bank on the date of termination, lees subsequent withdrawals,
remain insured for two years; and during that period the bank must

contimue to pay assessmente like any other insured bank and remains
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subject to all other duties of an ins'wed bank. However, no addi-
tional deposits are insured, and the banic mast not advertise or
hold itself out as having insurel depocsits unless it states with
equa’.l prominence that deposits received after the date of termira-
tion are not insured. Wher the insured status of a bank is thus
terminated, if it is a State memter bank the Federal Rescrve Board
shall terminate its membership in the Federal Rescrve System in
accordance with the provisions of section 9 of the Federal Reserve
Act; and if 4t is a national bankk the Comptrcller shall apoeint a
receiver for the bank (wilch shall be the Federal Deposit Insurance
Corperation if the banlc is unsble o meet demands of its depositors).
(Bill 9).

Yoluntary Terminction of Ipsuraace. —— Any insured nonmember

banlz, upon not less than uninety days written notice to the Federal
Deposit Iasurance Corporation, may terminate its status as an insured
banlk, with continued insurance of cxicting depusits Tor two years as
noted above in the case of axpulsion. (Bill 2).

Terminatior of Insurance by Assumption of Deposits. —-- Assump-

tioa of the liabilitvies of a. iuswured baunk by another bank terminates
the iasured status of such insured banl with like effect as if termi-
nated as atove, except that if +the insured bank gives its depositors
notice of such assumption within tuirty days tiereafter, in the manner
prescribed by regulations of the Federal Deposit Insurance Corporation

Directors, the insurance of its deposits corplotely terminates at the
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end of six months, and all future obligations ‘of the bank to the
corporation also terminate. (B31l 9(3)).

Termination of Insurance by Termination of Federsl Reserve

Membership. —~- Termination of a member bank's membership in the
System automaticelly terminates its status as an insured bank, but
with like effect to that noted above (Bill 9(2)). The existing
law does not continue the partial insurance for the two year period,
and does not ~ontinue the bank's responsibilitles during that time.

(Act, 12B(1)).

Insurence of Nonmomoer Panks Terminated July 1, 1937, --

After July 1, 1937 no Sta'e nonmember bank other than (a) a mutual
savings bank, (b) = Morris Plan bank, or (c¢) an Alaskan or Hawaiian
bank, mey be or become an insured bank., On that date the insurance

of the deposits of such a State nonmember bank terminates.

GENFRAL CONTROL OF INSURED BANKS.

Examination of Insured Banks, -- In lieu of the limited power
of examination given the Federal Deposit Insurance Corporation in the
existing section 12E(y), the bill permits the Federal Deposit Insur-

ance Corporation exominers, whenever considered necessary, to examine

any State nonmember bank which is insured or seeking insurance, and

Federal Reserve Bank of St. Louis
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also any closed insured banl. With the writien comseut of the
Comptroller of the Currency, they may also cxanine any national
or district bun'z and with euch consent from ths Federal Resorve
Board, any Statc mombor banz. In addition to the usual powers
of examination, these exarincrs have nower to adrinister oaiks,
take and preserve testimony under ocath and appl;” to court officials
for subpoenas to campsl the nroduction or taking of testimony.

(Bi1l 10, 11(2)).

Publication of Wxammination Reports, -~ The Federal De-

posit Insurauce Corpo-ation is authariged to publish in such

nanner as it may detornine, any part of the report of such an
exarination of an insured bonk (except a national or district ban':)
1f such bank fails to comply with the recommendations of the Federal
Deposit Insurance Corporation based on such roport of examination,

for a period of 120 doys after written unoticc of such reocormendations.
Not less than 90 days' notice of intention to make such publication
rmst be given.

Concition Reporsvs of Insurcd Nonmmonmber Banks, —- Insured

State nonmember banks (except district banks) are required to

make condition reports to the Federal Deposit Insurance Corporation
in such form and at such tizes as the Federal Deposit Insurance Cor-
poration Directors may require, and the Directors may require publi-
cation of tiiese reports. Failure to maze or publish such & report

d thin such time, uot less than 5 days, as the Federal Deposit Insur-

ance Corporation Directors mey require, subjects a State nonmember
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banl® to a penaliy of $100, recoveratle by the Federal Deposit

" Insurance Corrorstion for sach day ef such failure. (Bill 11{3)).

kerger of Insured Lank with Non-iusured Raulze ~- Frior

vritten conscert of the Federal Deposit Insurance Corporatiorn is
reqﬁired for en insured bank to consolidate or merge with & non~
insured bank, assume liability for the deposits of a non-insured
bank, or transfer assuvts +o & non-insured bank in consideralioin of
the essumptior of 1liabilily for any portion of its deposits. Such
consent is also required for an insured State nonmember bank (except
a district bank) to reduce the amount or retire any part of its com-
mon or prefarrsd steck or capital notes or deventures. (Bill 22(4)).

Burglary and Ficelity Insurence. -- The Tedere¢l Deposit

insurance Corporation Directors may by regulation require insured
baaks to protect themselves egainst insurable losses, by carrying
burglary, fidelity and similar insurance; and if an insured bark
fails to comply with such requirements, the Federal Deposit Insur-
ance Corporavion may contract for such nroteetion, adding the cost
to the assessnent otnsrwise payeable by the benk. (Bill 22(5)).

Insurance of Deposits thbe Stated in Advertisements. =~

The requiremert of existing law that insured banks display a sign

indicating the insurance of their deposits, is extended to require
that they also include such information in sdvertisements relating
to deposits and in forms furnished for use of depositors. 4 defin-

ite penalty of 100, recoverable by the Fedoral Deposit insurunce
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Corporation, for each duy of violetion of this provisicn, is
substituted for a mere authourization to the Federsel ieposit
Insurance Corporation to impose & penalty not exceeding that
emount in its rezulations on the subject. (Act, 12B(v); Bill
21).
CHANGES IN PROCEDURE FOR PAYING INSURZD DEPOSITS

The procedure for peying insured depocits remains largely
the seme as in the old Act, except that certain provisions are
mace rore flexitble and certain increased powers are given the
Federal Lenositi Tnsurence vorporation and its Directors. (act,
12B(1); Bill 12).

Crganization of "Hew Zan!. ~- Upon the closing 5i° an

insured bank, the Federal Jeposii Insuranqe vorperation need no
longer organize a "uew benk" in all cases, as a mears of paylng off
the insured deprosits. It may follow this metihcd, or it may pay off
such deposits by transferring them to another insured benk in the
same community or by eay otcler procedure adopted by the rederal
Deposit Insurance Corporaticn Lirectors. (aAct, 12B (1); 5ill 12(6)k
The provision is added that if a new bank is organized, it must De
orgainized in the seme commurity. Howsver, in certain circumstarces,
tie Federal Leposit Imsurance (orporation Directors may chenge the
location of the now bank to the rederal Deposit Insurance Corporation
office or some otier place. (Bill 12(8), (12)). Obligations guaran-
teed as vo principal and interest by the United States are made eli-

zible investments for such "new banks". (Bill 12(9)).

Federal Reserve Bank of St. Louis



Digitized for FRASER
http://fraser.stlouisfed.org/

k13 - L-75

Investigation of Claims for Insured Deposits. == Throurh

cleim agents, the Federal Deposit Insgrance Corporation mey in-
vestigate claims for insured deposits, such claim agents having
power to administer oaths, take and preserve testimony under oath
and apply to court officials for subpoenas to compel the produc-
tion or taking of testimony. (Bill 11(2)). Except as the Federal
Deposit Insurance Corporation Directors may prescribe, neither the
Federal Deposit Insurance Corporation, a "new bank", or a bank to
which insured deposits have been transferred by the Federal Deposit
Insurance Corporasticn, need recognize a claim to a part of a deposit
not appearing on the closed bank's records as partly owned by the
claimant, if it would increése the aggregate insured deposits of the
closed bank. (Bill 15(3)). The Federal Deposit Inswurance Corporatien
may withhold payment of an insured deposit to the extent necessary
to insure payment of a stockholders liability or any other sums due
from a depositor to a closed bank, which are not offset by a claim

due from the bank. (Bill 15(4)).

Discharge of Federal Deposit Insurance Cerporation Liability

for Insured Deposite. =- Payment of an insured deposit discharges the

Federal Deposit Insurance Corporation, a "new bank", or a bank to
which the Federgl Deposit Insurance Corporation has transferred an
insured deposit, to the same extent that payment by the closed bank
would have reliewed the closed bank from liability for the insured

deposits (Bill 15(2)); and failure of & depositor to claim en insured
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deposit within one year after the-appointment of a receiver for. a
closed bank bars the depositor's claim for insuramce, leaving him
merely the claim he would have had sgainst the closed bank's estate
if his deposit had not been insured. (Bill 15(5)).

Participation of Federal Depogit Insurance Corporation in
Assets of Closed Bank, — The depositor and the Federal Deposit
Insurance Corporation, under the bill, will perticipate proportion-
ately in the ¢ivic.nds from the liquidation of the closed bank
(B111 12(7)), wucrers, under existing law, the Federal Deposit Insur-
ance Corporation receives complete repayment before the depositor
begins to receive dividends on the uninsured porticn of his deposit.
(Act, 12B(1)).

Criminal Provigions, -- The c¢riminel provisions are amended
to make them more ciearly applicaeble to persoms attempting by false
statements to obtain payment of an insured deposit or other such
claim. (Act, 12B(s); Bill 19).

ederal Depoe e _Corporation a ione e~
- gceiver. — The Federal Deposit Insurance Corporation need not give
bond as receiver of a national or district bank, may appoint agents
to assist in such duties, and subject to the approval of the Comp-
troller of the Currency, may fix the fees and expenses for such liqui-
#dation and administration. In order to simplify administration, the
* Gomptroller may relieve the Federal Deposit Insurance Corporatiom. from
complimnce with his receivership regulations. (Bill 15).
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GENERAL CHANGES; POWERS AND ORGAFIZATION OF TLE
FEDERAL DEPOSIT INSURANCE CORPORATION; EIC.

Powers of Federel Deposit Insurance Corporation Directorse. -=

In severel instances, powers previously given generally to the Fed-
eral Deposit Insurgnce Corporation are definitely lodged in its
Board of Directors, and additional powers are also given both the
Corporation and the Directorse.

Acting or Deputy Comptreller of the Currencys == In the

event of a vacancy in the office of the Cemptroller of the Currency,
the Acting Comptiiroller is authorized to aot on the Federal Deposit
Insurance Corroraticn Board of Directors ip his stead; and in the
absence of the Compiroller of the Currency, any Deputy Comptroller
may, within the limits prescribed by the Comptroller, act as a
member of the Corporation's Beard of Directors in his stead. (Bill
2)e

Investigation of Benking Conditions. == The Federal De-

vosit Insuwrance Corporation Directors are directed to gather informa-
tion and data and make investigations and reports upon the organiza-
tion, operation, closing, reopening, reorganization and eonsolidetion
of banks, banking practices and menagement, and the security of
depositors and adequacy of service to borrowers« They are directed
to report their findings and recommendetions to Congress, either

annually or specially. (Bill 18).
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Capital Structure of the Federal Deposit Ingurince Cor-

poration. -~ The capital structure of the Federzl Dsposit Insurance
Corporation is altered by the bill, Instead‘of consisting of three
kinds of #100 par value sharec, two of which ty:es were to be held
by the Treasury ¢nd tae insured buanks, rsspectively, und wore to re-
ceive 6 per cent dividends aanuslly (Act, 12B(c),{(d)), the stock is
to be that subscribed for before enactment of the bill (i.e., by the
Treasury and the Federzl reserve-benks) and is to be no par value.
None of the sitocu is to puy dividends, just as now provided with
respect to stocik issued to the Federal reserve Lanke; and all stock
in the Corporatinn is to be non—vot;ng. One share is to b2 issued
(or exchanged anu reissued) for each $100 of considecraiion, and the
Federal Deposit Ingurance Corporution Directors are to &llocate this
consideration to the Corporation's capital or surplus &s they deem
desirsble. (2ill 4). Since the insured banks are no longer to own
stock in the Federal Deposit Insurance Corporation, provisions for
verying the Corporation's capnital stcchk with vsriabions in the in-
sured banks' deposiis (Act, 12B(h)), or upon the insolvency of in-

sured banks (Act, 128(i)), are eliminsted. {Bill 8, 9).
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Bonds snd Other Obligations of Federal Deposit Insur-

ance Corporation. —— The approval of the Secretary of the Treasury
is made a prerequisite to the issuance of bonds or other obligations
of the Federal Deposit Insurance Corporation and the amount of such
obligations the Corporation may have outstanding is changed from
three times its capital, to three times the amount received in pay-
ment of its capital stock and of the first annual assessments of

the insured banks (Act, 12B3(o0); Bill 17). The Secretary of the
Treasury is authorized to deal in the Corporztion's obligations as

a public-debt iransaction; and proceeds of securities sold under

the Second Liverty Bond Act, as amended, may be used for such pur-
pose or securities may be issued thereunder for that purpose. (Bill
17(2)). Obligutions guaranteed as to principsl end interest by the
United States are made eligible for investment of the Corporation's
funds. (Bill 13).

Purchase of Closed Bank Assets bv Federal Denosit Insurance

Corporation. -~ The Federal Deposit Insurence Corporationts "duty" to
purchase the assets of banks which closed before its crestion is ended
(Act, 12B(a); Bill 1); and, similarly, the power of bank receivers to
apply to the Federul Deposit Insurance Corporation for sales of or
loans on the assets of closed banks, is changed to apply only to re-
ceivers of closed insured benks, rather than to receivers of all closed
member banks., If the Federal Deposit Insurence Corporation is also
receiver of the closed bank, the loan or purchese must first be ap~ -

proved by s court of competent jurisdiction. (Act, 12B(n); Bill 16).
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L.oans ic Operctirzg Bauls, -~ o avoid threcterned loss to

the Federal Deposit Insurance Corporaiion, or to encourage .aergers
or consolidations, etc., the Federal Deposit Ilasurwrc.: Sosdoration,
until July 1, 1936, may lend upon or purchase the assets of any in-
sured bank or guarantee anctn.r insurec bank aguinst Loss by reason
of assuming the assets and liabilities of an insured bcnk., National
and district beanks .or, with the approval of the Comptroller of the
Currenc&, consecvators tnereof, ere given the nccesss:yr wuthority .
to contrect for such loans from or sclesto the Federal Deposit

Insurance Corporation. (Bill 16(4)).

Use of Othcr Exsnincticn und Conditioun Renec-ts. -~ The

Federal Deposit Insurance Corporation is given access Lo cxaitination
end conditicen revorvs acdse to tne Comptroller of the Currency and
the Federal Reserve benks. IbL miy accept reports mcde by or to
State bank supervisory suthorities, and it may furnish to the Comp-
troller, the rederal reserve banks or such Stute acniborities, exam-
iprsbion or condition reports made by or to it. (Bill 11(4)).

Expansces of _the VFedersl Derosit Tnsutrance Corpoistion. —-

The routine operating expenses of the Federal Deposit Insuraace
Corporation (excluding payuents such as insured deposits, e«nenses
of acting as receiver, actuecl loans, expenses in running new banks,
35C.) must conform to estimates approved by the Director of thsa
Budget and zccounts necessary for this purpose ure to be mainieined

on the books of the Treassury. (Bill 17(Z)).
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Jurisdiction of Federal Courtc. -— The Federal Deposit

Insurance Corporation is given access to the Federal courts and
immunity from sttechment or execution before final judgment,
identical with such privilegzs given Federel reserve banks in
.8ection 25(b) of the Federal Reserve Act. (Bill 10).

Definitions. -~ Definitions are given for various terms
used in section 12B (Bill 3); and it is provided that unincorporated
banks which continue to be insured under the provisions of the act,
are to be included in the terms "State bank" and "Stete nonmember:

bank" for the purposes of section 12B. (Bill 23).
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TITLY 1I, ~ AMENDMENTS ESPECIALLY AFFECTING FLDERAL RESERVE SYSTEX

SiLCTION 201.

Governor of Federal Reserve Bank. - Appointment « Qualifications -

Dutios.

Section 4 of the Federal Reserve Act is amended to recog-
nize in the Act for the first time, the office of Governor of a
Federal Reserve bank. He is to be appointed dnnually by the Reserve
bank directors, subject to the approvel of the Federal Reserve Joard;
and he is made ex officio chairman of the Board of Directors and chair-
man of the Executive Committee, as well as chief executive officer of
the bank to whom all other officers and employees are directly re-
sponsible.

The Governor of the bank is to be appointed a Class C Direce~
tor by the Federal Reserve Board but, unlike the other Class C Direc~
tors, he need not have been a resident of the district for two years,
and he continues as Class C Director ‘only during his service as
Governor rather than for the usual three year term,

Abolition of Office of Federal Reserve Agent.

Ninety days after enactment of the bill, the offices of
Governor and Chairmen of the board of Directors are to be combined,
and on that date, any Federal Reserve Agent not appsinted Governor of

the bank ceases to be a Class T Director and Chairman of the Board.

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



Digitized for FRASER
http://fraser.stlouisfed.org/

B0 1-75

Duties prescribed by law for the Federal Reserve Agent arc to be
porformed vy sucn person as the Fedaral Reserve Boarc shall
decsignate. Provisions ior arncintmert of Federal Reserve agerts
and Assistant kederal Reserve agents are repealed.

The present require.ient that the Chairman of the Board
of Direotors "be a person of tested banking erperience" iz elim-
inated, together with the requirements that he mainiein a local
office of the Federal Rueserve Board on the premises of ihe Tederal

Reserve benk and meke regular reports to the Board.

Vize-Governor of Federal Reserve bBanks.

Provision is mede for a Vice-Governor who, in the ab;
sence or disability of the Governor, or during a vacancy in that
office, is to serve as chief executive officer of the bank and as
chairman of the bunk's Lxecutive Committee. He is echosen in the
same menner as the Governor and may be appointed a Class C Director.
If he is appointed Class C Director, he may alse be appointed
deputy chairmen of the Board of Directors; and like the Governor,
he continues as Class C Director only during his service as Vice-~
Governor, and is not subject to the requirement ofytwo years
residence in the distriet. Vacancies in the office of Govermor or
Vice Governor are to be filled as provided in tﬁe case of eriginal

appointment and for the remainder of the term of the predecessor.
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Federal Reserve bank directors, other than the Governor
and Vice Governor, are not permitted to serve more than two con-
secutive terms of three years euch, but oresent incunbents mey

serve out their terms.

SECTION 202.

Capital Requirements for Admigsion to Federal Raserve System.

Section 9 of the Federal Reserve Act is amended to ver-
mit the Federal Reserve Board, upon the application of an insurgd
nonmember bank prior to July 1, 1937, to weaive in whole or in part
the capital requiremente for admission to the System, such require-
ments to be complied with by the bank within such period after ad-

mission as the Board muy deem rensonanle.

SECTION 200.

Qualifications of Governor aud iiembers of Federsl Reserve Board.

(1). Section 10 of th: Federal Reserve Aict is amended to
exempt the Governor of the Federuvl Reserve Boaru from the requirement
that no two appointive meubers of the Board mey be from the same
Federal PReserve Distiict. In selecting the six appointive members
of the Board, the President is dirscted to "chouse persons well
qualificed by education and experieace or both to participute in the
formilation of national eccnomic and monetary oolicies%; and the

present requirement that the President "have due regsrd vo a fair
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repoosenwtation ol tne finencisl, agriculbural, industrial and
commercial inter«sts and geogrepnicel divislors eof th: councry”
is eliminated.

Salaries and Retirement of Members of Federal Reserve Board.

2y
RO~ ST 03

(2) The salaries of appointive members of the Federul
Reserve Board appointed after July 1, 1935, are iacrasased from
$12,000 o year to £15,000. "Zach appointive member" of the Board
appointed prior to the enactment of the bill may retire at the age
of seventy or at any time thereafter, ¢nd "all members" appointed
after enzctment of the bill are required to retire upon reaching
the age of seventy. If any such rebired Board member has served
as. many as five years, he is to receive a retirement pension of
$1,000 a year for each year or fraciion of a yecr oi his service,
but not exceeding $12,000 per annum. Any member wio i3 at least
65, and who is not reappointed, is also entitled to receive retire-
ment pay on the scme basis as if retiroed ot 70. The necessary funds
are to be provided by the Federal Reserve banks.

Term of Governor of Fgurd HSubject to Prisideni's Pleasgure.

g

(3) It is made clear that the Governor and Vice Governor
of the Board, following their designation by the Fresident, continuc
as such only "until the further order" of the President; and the
Governor's membership on the Board is made to terminete upon the

termination of his desi;nation as Govesnor.
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SECTION 204.

Assignment of Duties by Federul Lesurve Bgoard.

T b e

Section 11 of the Federal Ra2serve wcit is amerded (o mexe
i clear that the Board may assién to designatei membors, o ficers,
or representatives of the DBoard, dulies,functions and services to
be performed hy it under the Federal Tecerve Lcth other than the
determination of national or system policy, Gthe makin: o” rules or
regulations, or vowvers which the Act requires to be exercised by a

specified numbt:er of borrd members.

SECTION 205.

Federal Open HMerket Commities. — Mombership and Powers.

Section 1RA of the Federal Reserve Act is rewritten to
alter the moambership of the Federal Open idarket Committec and increzse
its powers, effective 30 days after enactuwent of bill. Instead of
congisting of one¢ member from each Federal Reserve disirict selected
annually by the directors of the Bederal Regerve bank, it is to con-
sist of the Governor of the Board os Chairman, two members of the
Board selectsad by the 3oard, znd two Federel Reserve bunk dnvernors
selected by the Governérs of such bunis. Terms of ali mombers of
the Comnittee (except the uoveraor of the Bourd) expire witn the
calendar year; and, in the evenl o vacuncies, a successor is chosen
in the same munner as his uredecessor. Insteed of meeting at least
four times per yeur upgou the call of the Governor of the Fsderal Rre-

serve Board or the requesy of auy thres members of the committee, it
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is to meet merely upon call of the Governor, at the request of the
Board or of any two members of the committee, or upon his own in-
itiative. The meetings need no longer be in Washington, and the
provision stating that Board members may attend Committee meetings
is eliminated.

Open market policies adopted by the committee need no
longer be submitted to the Board for approval but instead are trans-
mitted direct to the Federal KHeserve banks; and they must conform
their open market operations to such policies, no longzer being per-
initted to give notice of a decision not to participate in such
operstions. The‘Committee is to aid in the execution of such poli-
cies and perform related duties prescribed by the Board.

The Federal Reserve banks' open market operations are
still subject to regulations of the Board. The general statement
in the present subsection {c) of the principles to be followed in
open market operations is eliminated, |

The provision of Section 12A relating to the Board's power
to regulate relations of the Federal Reserve System with foreign cen-
tral or other foreign banks is eliminated, but, apparently, with little
effect, since the power to control such relations of Federal Reserve
banks remains in the Board under section 14(g) of the Federal Reserve

Act,

Open Market Committee to Muke Recommendations Regarding Discount Rates.

The Committee is also to make recommendations to the Board

regarding the discount rates of the Federal Reserve banks.
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SECTION 206.

teyvirements as to Fligibility of Paper for Eedigccunv.

Section 13 of the Federal Reserve Act is amended by the
addition of a paragraph permitting Federul Reserve banks, subject
to regulation by the DRoard as to maturities and other matters, to
rediscount any commerciai, apricultursl, or industri:l paper upon
the indosrsement of & member bank, and to make udvances o any meawber
bank on its prouissory note secured by any sound assets of such mem-
ber bank. In eifect, this uabolishes £ll technical requirements as to
naturity and other matters relating to advances a2ud discounts, and

ingtead gives tlie Doard power to regulate such queguions.

SECTION 207.

Obligations Guaranteed by United Stetes Eligible for Purchase by
Federal Reserve Banks.

Section 14(b) of the Federal Reserve Act is umended to make
obligations fully puaranteed as to prirncipai and interest Ly the Tnited
States eligible for purchase and sale by Federal Reserve banks without

regard to maturities.

SECTION 208,
Federal Regerve Note Issue Requirements.
Section 16 of the Federal Reserve Act is amended to remove
all provision for apecific collateral securing Federwl ne¢aerve notes
and abolish the present procedure by which they are issued to the

banks by the Board through the Federal Reserve Agents.
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Instezd, f'ederal Reserve nouns ~re to be iésued and
retired directly by the Federal Reserve bun%s undes rules and
regulations prescribed by the Board; and &ll provision for their
redemption is eliminated, together with ell provision for the
redemption fund now kept with the Treasurer of the United States
for that purpose. Federel Reserve banks u1e 1n.o longer forbijden
to pay out the Federzl Reserv: notes of another ¥ederal Reserve
bank. The existing provisions authorising the Board to impose a
tex on Federal Reserve notes outstandin; in excess »f the gold
certificates held as collaheral, and to refuse a particular appli-'
cation of a Federal Resurve bank for Federsl Reserve aotes, are
eliminated.

Federal Reserve notes received by the Treasurer of the
United States from sources other than Federul heserve bunks are to
be cenceled and retired if unfit for further use, and the issuing
bank is to reimburse the Treasurer of the United States therefor.
Federal Rescrve notes unfit for further use which are received by
Federal Rcserve banks are¢ to bc furwardud Lo dasnington, cenceled
and retired; aud if such notes were issucd by cnother Federal Re-
serve bank, the issuing bank is to make reimbursement.

Federal Resorve Notes & First Lien. -

Federal Reserve notes remain & first licn on 21l the assets
of the issuing bank, but it is not cleer whether such a lien remains

for Federsl heserve Bunk notes.
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Leserves to be Mointained by Federal Reserve Eanks.

Forty per cent reserves in gold certificuates are still to
be mainteined against Federal Reserve notes in actuel circulation.

The thirty-five per cent lawful money reserves required to
be mzinteined by Federal Reserve bonks against deposits mey not in-

clude Federal Reserve notes or Federal Reserve bank notes.

SECTION 209.
Reserve Requirements of Member Banks.

Section 19 of the Federal Reserve Act is amended to clarify
and make more flexible the Board's power to change the reserve re-
quirements of member banks. These requirements may be changed "in
order to prevent injurious credit expension or contraction"; and it
is no longer necessary first to have a declaration, upon the affirm-
ative vote of five Bocrd members and the approval of the President
that "an emergency exists by reason of credit expansion." It is made
clear that the changes need not apply uniformly, but mey be made as to
demand or time deposits or both cnd may be different in different Fed-
eral Regerve districts or in different clusses of cities as classified

for reserve purposes.

SECTION 210,

Real Estete Loans by Member Banks.

Section 24 of the Federal Reserve Act is zmended to remove
the requirement that improved real estzte upon which a national bank
lends must be located in the bank's Federal Reserve district, or

within 100 miles of the bank's city. The amount which a national

Federal Reserve Bank of St. Louis



Digitized for FRASER
http://fraser.stlouisfed.org/

L-75
-28-

bank may lend on such real estate is increassd trom 50 per cent

of the walue to 60 per cent, and the maximum maturity is decreased
from five years to three. However, according to s new provision,
if such a loan is completely amortized, it may be for as much as
75 per cent of the valuv oi tue properuvy, and may extend for as
long as twenty yearse.

The amount of rezl estate loans which a natiénal bank may
make is increased from an aggregute equel to 25 per cent of its paid
in and unimpaired capital and surplus, or 50 per cent of its savings
depogits, whichaver is the greater, to 100 per cent of its paid in
and unimpeaired copitul and surplus, or €0 per cent of its time ond
savings deposits, whichever is the greater. Lowever, a new provision
requires the book value of all real estate cimed by the bank (except
its banking premises) to be included in computing such aggregete.

Stete Member Banks Subjected to Real Estatec Restrictions of National
Banks.

State member banks are subjected to the same limitations

as nationel banks in making nev real estate loans.
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TITLE ITI, — TECHNICAL AMENDMENTS

SECTION 301

"Accidentel Holding Company Affiliates" eliminated,

Section 2(c) of the Banking Act of 1933 is amended to elim-
inate from the definition of "holding company affiliates," and hencc
fron all provislons rcgarding such affiliates, every "organization
which in the judgment of the Federal Peserve Bourd, is not engaged,
directly or indirectly, as a business in holding the stock of, or
nmanaging or controlling banks, banking associationc, savings benks,
end/or trust companies".

SECTION 302.
Divorcement of securities companies in liouidation not required.

Section 20 of the Banking #ct of 1933 is amended to mnke
it clear, in conformity with a previous ruling of the Board, thal mem-
ber banks need not divorcc securities aefi'iliates which have been

placed in formel lisuidation.

SECTIOR 303(un).

Section 21 of Banking Act clarified; inapplicable to banks seliing
mortgages.

" Section 217¢) (1) of <he Bankiag Act of 1933 is amended to

make it clear that it does not prohibit any finencial institution or
privete banker from engaging in tho securities business to the limited

oxtent permitted to national banksg under section 5136 of the Revised
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Statutes. (Section 5136 limits nationsl banks, in dealing and under
writing, to United Status Governueni obligations, general obligations
of States or subdivisions, aad nbligations iseued under the Federal
Farm Loan .ct or by the Federal Home Loun Banks or the Home Owners
Loan Corporsation.) It also is made clear that section 21(a)(l) does
not prohibit o bank from sclling without recourse or agreement to re-

purchas.:, obligations evidencing loens cin real estate.

SECTION 303(b).

Ecamination of insﬁlhutioqg recziving deposit.e from own officers or
employees not necegsary - Fxumined institutionis to pay costas.

Section 21(a)(2) of the Banking Act of 1933 is amended to
meke it clear that institutions receiving depcsits only from their
"officers, agents or employees' are not subjoct {0 the limitations
of the section and so nced not submit reports or be examined es re-
quired in that section. It also is made clear that institutions er-
anmined under that section by the Comptroller of the Currency or a

Federal reserve bank are to bsar the expense of such examination.

SECTION 304.

Double liability on netional beank stock terminated.

Section 22 of the Benking Act of 1933, which ended double
liability on national bank stock issued after June 1€, 1933, is amended
to terminate on July 1, 1937, the doubie ilianility on previously ig-

sued stock in naticnal banks operating on theti latter datec.
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SECTION 3065.

e

rcgﬁirement.
Section 4 of the Act of June 16, 1934, which relieved di-

rectors of member banks from the stock ownership regquirement of
section 31 of the Banking Act of 1033, is amended tc eliminate such
requirement alco as to nonmenber national barks, such as those in

Alaska ond Hawaii.

! SECTION 3086.

Interlocking relationships between member banks end svcurities com-
panics.

Section 32 of the Banking Act of 1335 is rewritten to
moke the prohibitions against in*erlocking relalionships between
member banks and securitles companies extend to the employees of
both such organizations in addition {o their officers and directors;
and individuals engaged in the securities business are subjected to
the same prohibitions 2s officers of cumpanies and members of part-
nerships so engaged.

Permigsion of the Board for such interlocking reletion-
ships is to be given "in limited classes of ceses" and by "general
regulations" rether than by individual permit. Such relationships
may be permittcd when they "would not unduly influence the invest-
ment policies of sucn merber bank Br'thv advice it gives its cus-
tomers regarding investments", rather than when they woutd bhe "not

incompotible with the public interest®.
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The securities companies whouse officers and employees are
subjected to thesc disabilities are changed from those "engaged pri-
marily in the vusiness of purchasing, selling or negotiuting securities"
to those "primarily engaged in the issue, flotation, underwriting, pub-
lic sale or distribution, at wholesale or retail, or through cyndicate
participation, of stocks, bonda, or cther similar securities". The
prohibition zgninst corrcspecndent relationships between member bnnks.

and sccurities companies is eliminated.

SECTIONS 307(a) AND 307(b).

Chonge in amount of investment securities of one obligor that may be
held by member bank.

Section 5136 of the Revised Statutes is amended to elim-
inate the existing prohibition against a member bank purchasing and
holding more than 10 per cent of a particulir issue of securities;
but the total obligations of one obligor which may be purchesed and
held by a member bank is reduced from 15 per cent of the bank'!s paid
in and unimpeired capital and 25 per cent of its unimpaired surplus,

to 10 per cent of euch.

Purchase of stocks for account of customers.

It is also made clear, in conformity witrn previous rul-
ings of the Comptroller of the Currency and the Boerd, that national
and other member banks may purchase and sell stocks for the account

of their customers.,
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SECTION 308.

Surnlus required for organization of aational oanxe.

Section 5138 of the Revised Statutes is amended to require
for the organization of a new national tank, a paid in surplus cf 20
per cent of its capital, but the Comptroller of the Lurrency is per-

mitted to waive this requirement as to a converting Stete bank.

SzCTION 309.

Separetion of national bank stock certificates from those of other
corporations. ‘

The requirement of section 5139 of the Revised Statutes

that stock certificates of nationai banks may not "represent the stock"
of any other corporation, except a member bark or a corvoration exist-
ing on the date the paragraph took effect "engaged solely in holding
the bank premises of such association", is changed so that such cer-

tificatves merely may not "bear any statement purporting to represent

the stock" of any other corporation, except ¢ member bank or a cor-
poration existing on the dste the paragraph took effect "engaged
primarily in holding the bank premises". A provision is also added

to the effect that the section shall ot operate to prevent the trans-
fer of stock of another corporation being conditioned upon the transfer

of a mational bank rntock certificate.

SECTION 310(a).

Voting permit unnecessary for liguidation.

Section 5144 of the Revised Statutes is amended to elim-
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inate the necessity for a voting permit in cases where shores of a
member bank held by a holding company affiliate are to be voted merely

in favor of placing the bank in voluntary liquidstion.

SECTION 310(b).

National bank shares that can not be voted not to he counted.

Section 5144 of the Revised Statutes is amended to make it
clear that shures which are held by a national bank as sole trustee
and which, therefore, under that section, cannot be voted, are to be
excluded in determining whether matters voted upon by the shareholders

were adopted by the reguisite percentage of shares.

SECTION 310(c).

Limited votingz permits and cumulative voting clarified.

Section 5144 of the Revised Statutes is amended to make it
clear that holding compuny affiliates which have obtalned a voting per-
mit are entitled to the right of cumilative voting given other share-
holders by the section, and also to make it clear that the Federal
Reserve Boérd ﬁqy issue limitcd voting permits «nd is not confined to
issuing general voting permits. Both these changes conform with pre-

vious rulings of tho Board.

SECTION 311,
Retention of ineligibl> sssets by converting bonis.

Amends scction 5154 of the Hevised Stututes to suthorize

.ithe Comptroller of the Currency to permit Stote banks converting into
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netioncl benlzg to retwin cnd cirry, 2t & vaiue delernined by the Compn~

trollor, u:gsots not permitied to be acquired ond held by aational bunks.

SECTION 312,
Comntroller mey delegeie countersigning.
Cectica 5162 of the Revised Statutes is cmended to authorize
the Comptroller of the Cwrrency to designatc & person or persons to

countersign on his behelf cssiguments and transfers of bonds.

SECTION 313.
Interest retes charped by natioral benk branchos outside United Stotes.
Section 5197 of the Revised Statutes is armended to permit
nationtl bonk branches located outside the Stetes of the United Statcs
and the District of Columbia to charge interest at the rate permitted
by local larw,

SECTION 314.
Accumulation of surpluc by notional banik.
Section 5199 of thie Revisud Stabutes ia amcnded to meké
the requirement thuat a uation:l bonk ccrry one-tenth of earnings to
the surplus fund befor:: declqring o dividend, 2pply only to the declara-
tion of a dividend on its comon stecik, and e€lso to change the anount
of surplus to be accurmloted, froa 70 per cent cf its "cupital stock"
to 100 per cent of its V"gommon cepiitcl®.
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SECTION 315.

Criminal provisions re embezzlements, false entries, etc., extended
to_insured banks.

The criminal provisions of section 5209 of the Revised
Statutes relating to embezzlements, false entries, etc, are extended

to apply to officers, direciors, and employees, etc., of insured banks.

SECTION 318.

Voluntery liguidation of national banks.
A paragraph is added to section 5220 of the Revised Statutes

to provide a proccdure to be followed in cases of voluntary liquidation

Digitized for FRASER
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of national banks as authorized by that .section. Liguidation is to be
accomplished by a liquidating agent or commitiee which is to be respon-
sible to the bank's directors and stockholders, and the bank is to be

subject to examination by the Comptroller of the Currency.

SECTION 317.

Prohibition of use of word '"nationel.

Section 5243 of the Revised Statutes prohibiting the use
of the word "natiohal" in certain cases is rewritten so as to prohibit
the use of the word as a part of the name or title of any pergon, firm
or corporation doing the business of bankers, brokers or trust or sav-
ings institutions unless organiged under the laws of the United States
or permitted by the laws of the United States to use such name or now

lawfully using such name.
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S ON 318.

Reduction in Federal reserve bank steck to conform to raducgiog in
member bank's surplus.

Section 5 of the Federal Reserve Act is zmended to require
member banks to reduce their holdings of Federal reserve bank stock upon
a reduction in their surplus, just as they are already required to do
upon a reduction in their capital. This applies to past as well as
future reductions.

SECTION 319.

Publication of condition rggorts of State member bgnks.

Section 9 of the Federal Reserve Act is amended to authore

1ze the Federal Reserve Board to prescribe the information to be con-
tained in, and form of, condition reports of State member banks, and

to require publication of such reports under regulations of the Board,

SECTION 3g9.

Lm;tatiog on loans by mgmber banks on GWyernment obllgzations.
Section 11(m) of the Federal Reserve Act is amended to

place State member banks on a parity with natioual banks in lending

on the security of bonds or notes of the United States issued since
April 24, 1917, or certificates of indebtedness of tne United States,
by chahging the limitation on loans to one individual on such s ecurity,
from 10 per cent of the bank's unimpaired capital end surplus to 25

per cent thereof, as provided for national banks in section 5200 of
the Revised Statutes.
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SiCTION 321.

Inuorsement or other security sulficient for Reserve bauk cCiscounts
for individuals.

The third paragrapii o: section 13 of the Federal Keserve
4ct is emended to require either indorsemeni or other security, rather
then both, for paper discounted by Federal reserve banks for individ-
uals or corporations unable to secure adequete oredit accormodatioans
from other banks.
' SECTION 322.

Changes in wordine of Section 13(b) of Federal Reserve ict.

This section makes certain changes in the languago of sec-
tion 13b of the Federal Reserve iAct, making it conform to the amend-
ment in Title I of the bill wherebyv stock of the Federal Deposit
Insurance Corporation subscribed for by the Fedsral reserve banks ‘
is changed to no par velue. These changos in section 13b, however,

ore in form only and do not alter the effect of the existing law.

SECLION 323 (a).

Definition of vurious classes of deposits br Federal Reserve Board.

| The definitions of "demend deposits" and "time deposits”
are stricken from section 19 of the Federal Reserve Act, and instead,
the Federal Reserve Board is given power to define for the purposes
of the seetion the terms: "demand deposits", "gross demand deposits",
"deposits payable on demand", "time deposits", "saviars deposits" and
"trust funds", to determine viat is to be deemed a payment of interest

and 1o prescribe rsgulations to effectuate the purposes of ti.e section.
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SECTION 323(b).

Dodaction of "amounts due from banfm" in camputing reserves.

Section 19 of the Federal Reserve Act is amended so that,
for purposes of computing member bank reserves, amounts due from other
banks (including checks in process of collection) may be deducted from

gross  demand deposits rather than merely from amounts due to other banks.

SECTION 323(c).

Board's control over payment of deposits and interest made more flexible.

Sectioa 19 of the Federal Reserve Act is amended to add to
the exemptions from the prohibitio:n against the payment of intereet on
demand deposits: (1) contracts existing when & bank joins the System,
(2) deposits payable outside the Statesof the United States and the
District of Columbia (ratiner than merely those nayable in foreign
countries), (3) deposits of trust funds lon which interest is required
by State law, (4) deposits of the United States, its territories, dis-
tricts or possessions on which interest is required by law.

The section is also amended to malke more flexible the Board's
power to classify time and saviugs deposits and limit the rates of in~
terest to ve pald tiercon. The absoluts nrohidbition against the pay-
ment of time deposits before maturity is relaxed to purmit such payments
under conditions prescribed by the Bourd; and deposits payable only at
offices of member banks located outside the States of the United States,
and the i)istrict of Colunbia are exempted from all restrictions on pay-

mont before maturity and all restric tiona oa iaterest rates.

.
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Insured banks subjected to interest rate limitations.

All insured banks (except nonmember mutual savings and Morris
Plan banks) are subjected to the same limitations as member banks with
respect to the payment of deposits and interest tiiereon.
SECTION 323(d)

Reserves required on Govermaent deposits.

At the end of Section 19 of the Federal Reserve Act a new
paragraph is added requiring member banks to keep the same reserves
against deposits of the United States as against other deposits, thus

" repealing the contrary provisions of the Liberty Bond Acts.

SECTION 324.

!g ver of reportis or examinations of affiliates.
il o

' A ‘new paragraph is added to section 21 of the Federal Reserve

Act to permit the Federal Reserve Board or the Comptroller of the Currency.
as the case may bde, to waive examination of, or reports from, affiliates
of a memvor banlz, when they are ™ot necessary to disclose fully the re-
lations between such affiliate and such bank and the effect thereof upon

the affairs of such bank".

SECTION 325(a).

riminal provisiuns clarified, tended to insured banks.

Section 22(a) is amended to make it clear that the prohibi~
tions against loems or gratuities tc bank examiners from member banks,
and their officers and employees, apply only to banks subject to exami-

nation by such examiners; and also to make it clear that these prohibi-
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tions and the prohibitions agdinst thefts by examiners apply to State
examiners exomining member otanks as well as to ¥Federal examiners, but
not to private examiners. The prohibitions are exteaded to cover inw
sured banks.

SECTION 325(D).

Federal Deposit Insurance Corporation Exzminers subjected to criminal

provisions.
The prohibition in section 22(b) of the Federal Reserve

Act against a National Bank Examiner receiving compensation from eny
banlk, or officer or eamployee thereof, is exteaded to Fedcral Deposit
Insurance Corporation examiners; and the restrictions against examiners
revealing the borrowera or collateral of member banks is extended to

covér insured banks,

SECTION 325(c).

Borrowings by ezecutive offigeng, gf member bayks — Elimination of crimi-
nal pemalty.

Section 22(g) of the Federal Reserve Act forbidding execu-
tive officers of member banks to borrow from their banks is amended by
giving the Fedcral Reserve B@d power to ramove such officers for vio-
lations, rather tuan subjecting them to the present peanalty of $5,000
andfor a :,rea.r,in jeil. The $10,000 fine on the bank i3 eliminated.

The'p'eriod. permitted for renewing such loaus that were out-
standing on June 16, 1933, is extended from June 16, 1935, to June 16,
1938, but a finding hy the bank directors that such remewal is in the

bank!s interest and that the officer has made reasonable effort to re-

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



Digitized for FRASER

42 u ' 1-75

duce his obligation must be spread on the bank’s minute book. Borrow-
ing by a partnership in which one or more executive officers have in-
dividually or collectively a majority interest is stated to be within
~the prohibition, whereas the existing law prohibits loans to partner=-
ships ipn which an executive officer has any interest. It is made clear
that, ir order to aid or protect the bvani, executive officers may in-
dorse papar vreviously taken by the bank in good faith, or may incur
any indebtedness bo the bank. The Board is given power to define terms

used in the section and prescribe regulaiions to effect its purposes.

SECTION 326.

Restrictions on loars to affiliates,

The exemptions from the limitations of section 234 on
member banks' loans to affiliates and loans on and iavestments in the
securities of affiliates, are broademed to exempt from its provisions
(1) affiliates ongaged "primarily" in holding the ban: premises (the
existing law requires them to be "solely" so engaged), (2) affiliates
primarily engt.ged in maintaining and operating properties acquired for
bank:lng purposes vrior to enactment of the bill, (3) wholly owned sub-
sldiaries of foreign banking corporations orgenized under the Federal
Reserve Act, (4) wholly owned subsidiaries of similar corporations in
which national banks are authorized to invest under section 25 of the
Federal Reserve Act, (5) affiliates which became such through a bona

fide previous debt, and (6) affiliates which are such because their

--shares are held by the bank as fiduciary (except when the beneficiaries
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are a majority of the bank's stockholders).

The section is also made inapplicable to affiliate in-
debtedness arising from thu uwaveid balance due on assets purchased
from the bank.

SECTION 327.

"Working capitel® loans relieved of real estate restrictions.

Section 24 of the Federal Reserve Act is amended to exempt
from the restrictions of that section on real estate loar;s, all "work-
ing capital" loans in which the Reconstruction Finance Corporation
orL a Federéil res‘erve. banik has participa.ted or made a commitment, or

which it has discounted, loaned upon ¢r purchased.

SECTION 328.
Interlocking bank directorates.

Section 8A of the Clayton Act which restricts interlocking
relationships between banks and trust companios organized or operating
under the laws of  the United States and institutions which "make loans
secured by stock or bond collatersl® is eliminated.

Section 8 of the Clayton Act .is rewrittun to apply to all
member banks rather than banks organized or 0pe¥ating under the laws
of the United States; and a definite prohibition against a private
banker, or 'a director, officer, or employee of any other bank, savings
bank (other than a mutual savings bank), or trust company serving as

officer, director, or employee of a member bank, is substituted for
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the existing restrictions that deperd upon the size of the banks and

of the cities in which they are located. Authority to the Board to
relax this prohibition by "general -regulations® in "limited classes of
cases" when "such classes of institutions are not in substantial compe-
tition®, is substituted f or its existing power to allow the service of
one iadividual to a limited number of institutions by issuing individual

permits when "not incompatible with the public interesti".

SECTIONS 329(a) AND 329(b).
Vational bank consolidations.
Section 1 of the Act of November 7,1918 (U.S.C., Title
12, section 33) is amended tv clarify the nrovisions relating to conw
solidatiens 9f national banzs, particularly with respect to dissenting
stockholders.
SECTIONS 330(a) and 330(D).

Consolidation of State and national banks.

By provisions similar to those of the previous section of
the bill, section 3 of the Act of November 7, 1918 (U.S.C., Title 12,
section 34(a)) is amended to clarify the provisions relating to con~
solidations of State and pational banks, particularly with respect to

disseating Astockholders .

SECTION 331.

Iimitation- on use of words "Deposit Insurancef.

Section 2 of the Act of May 24, 1926, (U.S.C., Title 12,
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sections 584-588) forbidding the misleading use of the words "Foderall,
"United States", and "Reserve" by banis, insurance companies, and
sinilar financial institutions 1s amended to forbid such use of the

words ®"Deposit Insuaraace.

SECTION 332.

Robbery of insured bank punished,

The Act of May 18, 1934 (48 State. 783) punishing robberies
of member banks and of banking institutions orgesnized or operating

under Federal law, is amended to extend such protection to insured banks.
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