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April 12, 1946

Hovorable Brent Spemce, Chairmam,
Coomittee on Banking snd Currency,
House of Representatives,
““hmgm’ no c‘

Dear Mr, Chalirmans

This is in response to the request ecomtained in the letter
from the Clerk of your Coomittee dated March 18, 1946, for a report
on the bill H. R. 5630, introduced Wy Mr. BHays, "To amend section 5155
of the Revised Statutes, with respect to the establishment of branches
by national banking associations®.

In a letter dated September 27, 1944, the Board advised your
Commitiee that it was favorable to the enactaent of legislation slong
the lines of the bill H. R. 5258, introduced by Mr. Hays in the last
Congress, the objectives of which are similer to the present dill H, R,
5630. The Board continues to hold the ssme views as sxpressed in that
letter and hopes that branch banking legislation of this kind may be
snacted by the Congress. For your convenlent reference a copy of the
Board's letter with respect to H. R. 5258 1s enclosed hersvith.

The present bill, H. R. 5630, differs from H. R. 5258, which
wvas the subject of the Board®s letter of Sestember 27, 1944, in that it
requires & minimm espital of $100,000 for the establishment of outwof-
town branches by nationsl banks, and therefore also for the establiatlment
of out-of<town brasches by State membar banks of the Federsl Reserve
System, and in addition it retaine certain other somewhat restristive
provisions of the present law, Under existing law, nstional banks may
be organized in ameller communities with & espital less than §100,000
and State banks may become members of the Federal Reserve SBystem with a
capital less than §100,000 in similer circumstances. There are a number
of States wnich permit benks to establish branches with & capital of less
than $100,000, end there msy be instances whers the establisiment of
branches with such lesaer ca,ital by State member benks of the Federal
Reserve Syatem would be sound &nd should be permitied. Therefors thse
ninimum capital requirement of $100,000 contiined in H.R. 5630 may well
serve to prevent some State banks with out-of-town branches from beccm
ing members of the Federal Reserve system or existing Stete mewber banks
from establishing such oute-of-towm bLranches when it would be sound and
proper for them to do so. Accordingly, the Board feels that the emsci~
ment of the ;rovisions contained in the bill H.R. 5258 of the last
Congress and which are now contalned in the bill H.R. 726, initroduced
by ¥r. Hays in this Congress and now pending defore your Committee,
wonld be preferable to the enactment of H. R. 5630.
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There is another point ia this commection to which we wish to
refer. The Comptroller of the Currency, with respect to nationsl
and the Federal Deposit Insurance Corporation, with respect to ncnmember
insured banks, must give approval for the establishment of branches lty
such banks, whether such brauches are loested within or beyond the lixits
of the city im which the parent bank is situated. The Board of Governors
must give approval for the establishment of out-of~towm branches of State
member banks but such approwal is not reguired in the oase of bdranches
established within the city in which the parent bank 1s located. For the
gane reasons that existing lav requires the approval of ths Camptroller
of the Curremcy and the Fedsral Deposit Imsurance Corporstion with raspest
to intra-city branches of national and normember insured banks, the Board
feels that the establishment of Antracity branches by State member tanks
should likewise require the Board?s prior approwal. Accordingly, in order
to nccomplish this, it is suggested that an additional provision be included
in the bill so as to amend the last sentence of the second of
section 9 of the Federal Reserve Act (U.8.C. Title 12, sectiom 321) Wy ine
serting after the comme following the words *February 23, 1947* the words
®gither within or®,

Very truly yours,

{8igned) Marriner 8. Eccles

M. 8. Eccles,
Chairmsn.
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