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April 12, 1946

Honorable Brent Spence, Chairman,
Committee on Banking and Currency,
House of Representetivea,

D. C.

Dear Kr« Chairman:

This is in responae to the request contained in the letter
frsm the Clerk of your Committee dated Mtrtti 18, 1046, for <» report
on ths> bill U. k. 5630, introduced by Hr« Hays, "To amend oection 5155
of the Revised Stvtutee, *ith respect t, tae establishment of brench*B
by national banking associations".

In a letter dated September 27, 1944, the Board advised
your Cooadttee that it *ae favorable to the *nfectir»ci:t of legislation
alon>; the lines of the bill H. R. 5253, introduced by Mr. Hays in the
laet Cor.^reaa, tii® objective* of wtiich are 3imil»r to the present bill
. . ... 5930. Thd Board continues to hold the aame views as expressed
itt timt letter emc aopee txiet trAiiCh bankir^; logislation of this r.ind
aay be enacted by the Congress, ior your convenient reference a copy
of the Board's letter with respect to II. iv. 5£58 is enclosed herewith.

The present bill, I« Ra 5630, differs from 11. *. 5858,
which was the subject of the Board's letter of Septexabar 2?» 1944,
in that it requires a oinimua capital of $100,000 for the establish-
ment of out-of-town branches by national banks, and therefore also
for the establishment of out-of-town branches fey State member banks
of the Federal Reserve Syatem, and in addition it retains certain
other somewhat restrictive provisions of the present law. Under
existing law, national banks nay be organized in smaller communities
with a capital less tnau <| 100,000 and otstw banks may become members
of the Federal Reserve system witn a capital le^s than |100,000 in
similar circumstances. Ther« are a number of States which permit
banks to establish branches with a capital of less than #100,000,
and t Lie re may be instances where the establishment of branches with
SUCH lesser capital by State reember banxs of the Federal Reserve System
would be sound and should be permitted. Therefore the minimum capital
requirement of $100,000 contained in B»|« 5630 may arell serve to pra-
vent aoae State banks with out-of-tuwn branches from becoming aeaber*
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Honorable orent Spene*

of the Federal Reserve System or existing Etito n-.onber banxs from
establishing such out-of-town branches vfben i t would be sound and
.roper for them to do so . Accordingly, the Board f ee l s that the
enactment of the provisions contained in the b i l l i'i.H, 5258 of the
last Congress and which are now contained in the b i l l Li. K. ?£6, in-
troduced by Mr. Rays in th i s Cor^ress and now kending before your
Conmittee, would be preferable to the- enactment of ff« ft* 56?X)»

There i s another point in th i s connection to which we
wish to refer . The Comptroller of the Currency, with respect to
national banic, unc the Federal Deposit Insurance Corporation, with
respect to nonoecber insured banr>s, nuat *civ© approval for the estab-
lishment oi V rare he e by such ban«.s, whether sucli branches are located
witLia ur ceyonc' the lt&ita oi the city in *hich the parent bank i s
s i tuated. The Board of Governors aust ;iv« approval for the estab-
lishment of out-of-town branches of Itfete meaber l&nks but auch ap-
proval i s net required in tLe ca«c of bx-anclies established within th»
city in which the parent bank io located, for tLe 3fc»u> roasoni;. that
exist ing lfl« requires the approval of the Comptroller oi the Currency
and the Federal Deposit Insurance Corporation with respect to intra-
cit> brfcuct.es of nation&i anci nc;niLfca.b«ir iMMiNi bMlMi the board f ee l s
that tc& establishment oi in trac i t / fcrajichee t i State aer-iber banks
should l ikewise require the board's prior approval. Accordingly, in
order to accomplieh t h i s , i t is £u:;,-;9tted thftt an sdditior.al provision
be included in the b i l l so as to anie&cl the las t .sentence of tr»e second
par«vTapli of section 9 of the Federal Keserve Act (U.S.C. T i t l e 1£,
saction 3£1) by inserting aft r t;.i«» coiaafi following tut* *crds •'Febru-
ary 25, 1927* the M i l "either witi in or".

Very truly yours,

(Signed) ifan-i&dr S. i c c l e s

24. £. i o c l e s ,
Chainaaii.

GBVtlia
4/5/46
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