73p CONGRESS
1sT SESSION 66 1
® ®

IN THE HOUSE OF REPRESENTATIVES
May 26, 1933

Ordered to be printed with the amendment of the Senate

A BILL

To provide for the safer and more effective use of the assets of
banks, to regulate interbank control, to prevent the undue
diversion of funds into speculative operations, and for other

purposes.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That the shorb title of this Aet shall be the < Banking Aet
of 19537

TPLE |

SrerroN L As used in this et and i any provision of
law amended by this Aet—

+8) The terms “hanks”; “national banlk™; “natiensl
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triet; and “reserve bank? shall have the meanings assioned
to them in seetion 1 of the Federal Reserve Aet; as amended:
+h) Exeept where otherwise speeifieally provided;
the term < affilinte 2 shall inelude any corporation; business
trast; assoetation; or other stmilar organization—

{1 Of wwhieh & member bank; directly or indirectly;
owns or eentrels either s majority of the voting shares or
meore than 5O per eentumn of the number of shares voted for
the eleetion of its directors; trustees; ot other persens exer-
trols 1t any manner the election of v mnjority of its direetors;
trustees; or other persens exereising similar funetionss or

{2} Of whieh control is held; direetly or indireetly;
through stoek ownership or m any other manner; by the
shareholders of # member bank swho own or eontrol either
& majority of the shares of such bank or more than 5O per
centuin of the number of shares voted for the eleetion of
directors of sach bank at the preceding eleetion; or by
trastees for the benefit of the sharcholders of any sueh
batrk ot

{3} Of whieh & majority of Hs divectors; trastees; or
other persons exerewsing soniler functions are diveetors of
any one member bank:

{e} The term = holding eompany affilinte’ shall inelude
any eorporntion; business trust; asseeintion; or other similar

organization—

Federal Reserve Bank of St. Louis
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{1 Whieh owns er controls; direetly ox indireetly;
either & majority of the shares of eapitel stoek of & member
bank or more than 50 per eentum of the number of shaves
voted for the eleetion of direetors of any one bank at the
preceding eleetion; or eontrols in any manner the eleetion
of & tnjority of the dizeetors of niry one banls or

{2} Feor the benefit of whese shareholders or members
all or substantiedly all the eapital stoek of & member bank
is keld by teustees:

She: 2 {o} The fourth parngraph after paragraph
“Eight- of seetion 4 of the Federal Reserve Aet; as
amended {H-5:C title 125 see: 301} is amended to rend
as follows:

“ Said board of directors shall administer the affairs
of said bank foirly and tmpartially and without diserimine-
tion in faver of or against any member bank or banks and
mey; subjeet to the provisions of low and the orders of
the Federal Reserve Board; extend to each member bank
sueh discounts; advancements; and accommodations as may
be safely and reasonably made with due regard for the
elaims and demands of other member banks; the msinte-
nanee of sound eredit eonditions; and the acecommodation of
comeree; industey; and agricaltare: The Federal Reserve
Bosrd may preseribe regulations further defining within the
lmitations of this Aet the eonditions under whieh diseounts;

Federal Reserve Bank of St. Louis
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advaneertents; and acconrnedutions vy be extended to
mermber banles—Joneh Federal Reserve bank shall keep
itself informed of the general echaraeter and ameount of the
loans and mvestments of is member banks with & view to
aseertainine whether undue use is being made of bank eredit
for the speealative earrying of or trading in seeurities; real
estate; or eommeodities; or for any other purpese ineonsist-
ent with the maintensnee of sound eredit eonditions; and;
in determining whether to grant or refuse advanees; redis-
counts; or other eredit aceommodations; the Federal Reserve
bank shell give consideration to such information: The
chatrman of the Federal Reserve bank shall repert to the
Federn) Reserve Board any such undue use of bank eredis
by any member bank; together with his reecommendation:
Whenever; in the jadement of the Federal Reserve Board;
any member bank is making saeh undae use of bank eredit;
the Board may; in its diseretion; after reasonable notiee and
an opportunity for & hearing; suspend saeh bank from the use
of the eredit faeilities of the Federal Reserve System and
mey terminate sueh saspension or may renew it from time
to time

See. 3: The first paragraph of seetion 7 of the Federal
Reserve Aet; as amended {H-5:C titte 12; see: 289) is
amended; effeetive July 15 1933; to read as follows:

£ After all neeessary expenses of & Federal Reserve bank
shall have been paid or previded for; the stoekholders shall

Federal Reserve Bank of St. Louis
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be entitled to reeeive an annual dividend of 6 per centum on
the patd-in eapited stoek; which dividend shall be enmulative:
After the aforesaid dividend elaims have been fully met;
the net earnings shall be paid into the sarplas fund of the
Federal Reserve bank

See: 4 o} The first paracraph of seetion 9 of the
Federal Reserve Aet; as amended {H-S.6; title 12; see:
immediately after the words & United States 2 a eomma and
the folowine: < inchwding Morris Plan banks and other in-
eorporated banking institutions engaged in similar business:™

+b) The second paragraph of seetion 9 of the Federal
Reserve Aet; as amended {H-5:C5 title 12; see: 329); is
amended by adding at the end thereof the following: = Ppo-
vided; however; That nothing herein eontained shall prevent
branehes in the United States or any dependeney or insalar
possession thercof or in any foreign eountrys on the same
terms and eonditions and subjeet to the same Limitations and
restrietions as are appheable to the establishment of branches
by nationsl banks~

{e) Seetion 9 of the Federal Reserve Aet; a5 amended
{565 title 12; sees: 324331 Supp: Wk titde 12; sees:
321331} is further amended by adding abt the end thereof

Federal Reserve Bank of St. Louis
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£ Any mutund savings bank baving no eapital stoek; bus
having surphis and undivided profits not less than the amount
of eapital required for the oreanization of a national hank
in the same place; may apply for and be admitted to member-
ship in the federal Reserve Systemn in the same menner and
strbjeed t6 the snie provisions of law as State banks and trust
eomparies; except that sueh savines bank shell sabsesthe for
enpitel stoek of the Federal Reserve bank in an amount equal
to six tenths of 4 per eenttin of s totad depesit Lahilities as
shown by the moest reeent report of examination of sueh
savings bank preeeding its adnrission to membership: There-
after saeh subseription shall be adjusted semiannually on the
ste perecttnge basis i necortanee with rales and reeula
tions preserthed by the Yederal Reserve Board: H any
mutuel sevings bank applying for membership is not per
mitted by the laws under swhieh i# was organized to purehase
stoek in & Federal Reserve bank; it shall; upon admission to
the system; deposit with the Federal Reserve bank an amount
equal to the amount which i would have been required to
pay in on aecount of & subseription to eapital steeks There-
manner &y subseriptions for stoek:  Sueh deposit shall be
sbjeet to the same eonditions with respeet to repayment as
atnotnts paid apon subseriptions to eapital steek by other
member banks and the Federal Reserve bank shall pay inter-

Federal Reserve Bank of St. Louis
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ost thereon at the same rate as dividends are aetually paid
on outstanding shares of stoek of sueh Federal Reserve bank:
¥ the laws under which saeh savings bank was organized be
amended se as to anthorize mutual sevings banks to sabseribe
for Federal Reserve bank stoek sueh savings bank sholl there-
upon subseribe for the apprepriste amount of steek in the
Federal Reserve bank; and the deposit hereinbefore provided
for in liew of payment upon eapital stoek shall be applied
upon sueh subseription: H the lows under which saeh sav-
ines bank was erganized be not amended at the next session
of the legislature following the admission of sueh savings
bank to membership so as to authorize mutual sevings banks
to purchase Federal Reserve bank stoek; or i sueh laws be se
amended and sueh bank fail within six months thereafter to
purehase sach stoek; all of its rights and privileges as a
member bank shall be forfeited and its membership in the
Federal Reserve System shall be terminated in the manner
preseribed elsewhere in this seetion with respeet to State
banks and trust companies: Eaeh mutaal savines bank shall
eomply with all the provisions of low spplieable to State
member banks and trust eompanies; with the regulations of
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the Federal Reserve Beard and with the econditions of
membership preseribed for sueh savings bank st the time of
admission to metabership: exeept as otherwise hereinbefore
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provided with respeet to eapital stoek:
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Sge: 5. {a) The seeond paragraph of seetion 10 eof
the Federal Reserve Aet; as amended (U565 title 12;
sees 242} is amended to read as follows:

“The Seeretary of the Treasury and the Comp-
troller of the Curreney shall be ineligible during the
time they are in ofice and for two years thereafter te
hold any offiee; pesition; or employment in ony member
bank: The appointive members of the Federal Reserve
Board shall be ineligible during the time they are in offiee
and for two years thereafter to hold any offiee; position; er
employment in any member bank; exeept that this restrie-
tton shell net apply to & member who has served the full
term for which he was appomted: Upoen the expiration of
the term of any appointive member of the Federal Reserve
Beoard in office when this paragraph as amended takes effeet;
the President shall fix the term of the saeeessor to sueh
member ab not to exeeed twelve years; as designated by the
President at the time of nomination; but in such manner as
to provide for the expiration of the term of not meore then one
appointive member in any two-year period; and thereafter
eaeh asppointive member shall hold office for & term of twelve
years from the expiration of the term of his predecessor: Of
the six persons thus appeinted; one shall be designated by
the President as governor and one as viee governor of the
Hederal Reserve Board: The governor of the Federal

Federal Reserve Bank of St. Louis
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Reserve Board; subjeet to its supervision; shall be its aetive
exeentive officer: Eaech member of the Federal Reserve
Beard shall within fifteen days after netice of appointment
make and subseribe to the oath of offiee™

b} The fourth paragraph of seetion 10 of the Federal
Reserve Aet; as amended {(H-S:0; title 125 see: 244); is
amended to read as folows:

< The prineipal offices of the Board shall be in the Dis-
triet of Columbia: At meetings of the Board the Seeretary
of the Treasury shall preside as chairmen; and; m his
absenee; the governor shall preside: Im the absenee of
both the Seeretary of the Treasury and the governor the
¥iee governor shall preside. In the absenee of the Seere-
tary of the Treasury; the governor; and the viee governer
the Beoard shall eleet & member to aet as ehairman Ppre
tempeore: The Board shall determine and preseribe the
menner in whieh is obligations shell be inewrred and
its disbursements and expenses alowed and paid; and may
leave on deposit in the Federal Reserve banks the proeceeds of
assessments levied upon them to defray its estimated expenses
ment; eompensation; leave; and expenses shall be governed
selely by the provisions of this Aet; speeifie amendments
thereof; and rules and regulations of the Board net ineonsist-
ent therewith: and funds derived from sueh assessments shall

Federal Reserve Bank of St. Louis
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not be eonstrued to be Government funds or appropriated
moneys: No member of the Federal Reserve Board shall be
ant offeer or director of any bank; bankine mstitution; trast
company; o Federal Reserve bank or hold stoek in any bank;
banking mstitation; or trust eompany; and belore entering
wpon his duties as & member of the ¥ederal Reserve Board he
shall eertify under eath that he has complied with this re-
tivernent; and sueh eertifieation shell be filed with the seere-
tary of the Board: Whenever a vaeaney shall ocenr; other
than by expiration of term; amone the six members of the
Federal Reserve Board appetnted by the President as above
provided; & sueeessor shall be appointed by the President; by
and with the advice and consent of the Senate; to fill sueh
vieaney; and when appeinted ke shall hold offiee for the

SEe: 6; Parseraph {m) of seetion 1 of the Hederal
Reserve Aet; as amended (ILSC5 ditle 12; see: 248); is
amended to read as folows:

“lmy Hpen the affirmative vote of not less than six
of #s members the Federal Reserve Board shall have power
to fix from time to time for each Federal Reserve distriet the
pereentage of individual bank eapital and surplus which may
be represented by loans seeured by stoek or hond eolateral
shall be made by any sueh bank to any persen in an ammount

Federal Reserve Bank of St. Louis
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in exeess of 10 per eentum of the animpaired eapital and
surplas of sueh bank: Any pereentage so fixed by the Fed-
eral Reserve Board shell be subjeet to change from time to
thne upon ten days notiee; and it shall be the daty of the
Board to establish such pereentnges with s view to prevent-
ing the undue use of bank loans for the speculative earrying
to direet any member bank to refrain from further inerease
of #s Jonny seeured by stock or bord eolluternd for amy period
#p to one year under penalty of suspension of all rediseount
privileges st Federnl Reserve banks”

Sre: + The Federal Reserve Aet; as amended; is
title 42 sees: 2645 262; and 342 thereof the following new

“Sge: 12A- {a) There is hereby ereated a Federal
Oper Murket Corpmittee {hercinafter referred to as the
“eommittee—); which shall eonsist of as meny members as
there are Federal Reserve distriets: Haeh Federal Reserve
bank by its board of direetors shall annuslly seleet one
member of said eommittee: The meetings of said com-
atittee shall be held at Washineton; Distriet of Colurabins
&tle&st%grﬁmese&ehye&ﬁ&peﬂ%hee&ﬂef%hegwem%
of the Federal Reserve Board or at the request of any

Federal Reserve Bank of St. Louis
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three members of the ecommittee; and; in the diseretion of
the Board; may be attended by the members of the Board:

“b) Neo Federal Reserve bank shall engage in open-
market operations under seetion 14 of this Aet except in
aeceordanee with regulations adopted by the Federal Reserve
Board: The Board shall eonsider; adept; and transmit te
the eommittee and to the several Federal Reserve banks
regtlations relating to the open—market transsetions of sueh
banks and the relations of the Federal Reserve System with
foreien centeal or other foreien banks:

“{e} The time; eharncter; and volume of all purehases
and ssles of paper deseribed in seetion 14 of this Aet as
cligible for open—market operations shall be governed with
& View to accomtnodnting eommeree and business and with
regard to their bearing upon the general eredit situation of
the eountry-

“Ad) H any Federal Reserve bank shell deeide not to
participate in open-market operations reeommended and ap-
proved as provided in paragraph {b) hereof; it shall file
with the cheirmen of the committee within thirty days a
notice of its deeision; and transmit & eopy thereof to the
Federal Reserve Board:”

Sre: 8. The eighth paragraph of seetion 13 of the
Federal Reserve Aet; as amended {H-S:6;; title 12; see:

Federal Reserve Bank of St. Louis
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347+ Sapp: VL title 125 see; 347); is amended to read as
follows:

“Any Federal Reserve bank may make advanees for
periods not execeding fifteen days to its member banks on
their promissery netes seetred by the depesit or pledge
of bonds; netes; eertifieates of indebtedness; or Treasury
bills of the Dnited States; or by the depesit or pledge of
debentures or other such obligations of Federal inter
mediate eredit banks which are eligible for purehase by
Federal Reserve banks under seetion 13 {8} of this Aet; and
any Federal Reserve bank may make advanees for periods
not execeding ninety days to its member banks on their
promissory notes seetred by such notes; drafts; bills of ex
change; or bankers aceeptanees as are eligible for rediseount
or for purchase by Federal Reserve banks under the provi-
sions of this Aet: All sueh advaneces shall be made at rates
to be established by sueh Federal Reserve banks; suek rates
to be subjeet to the review and determination of the Federal
Reserve Board: H any member bank to whieh any sach ad-
vanee has been made shall; during the Life or continunnee of
sueh advanee; and despite an offieial warning of the Reserve
bank of the distriet or of the Federal Reserve Board to the
eontrary; inerease its outstanding loans seeured by eollateral
in the form of stoeks; bonds; debentures; or other sueh obli-
gations; or loans made to members of any organized stoek

Federal Reserve Bank of St. Louis
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exechange; investment house; or dealer in seeurities; apon any
obligation; note; or bill; seenred or unseeured; for the purpese
of purehasing wndfor earrying stoeks; bonds; or other invest
ment seeurities {exeept obligations of the United States)
sueh advanee shall be deemed immediately dae and payable;
and saeh member bank shall be ineligible as & borrower at
the Reserve bank of the distriet under the provisions of this
paragraph for sueh period as the Federal Reserve Board
shall determine: Provided; That ne tempeorary earrying or
elearance loans wmade solely for the purpese of facilitating
the purehase or delivery of seenrities offered for publie sab-
seription shall be incladed in the loans referred to in this
peragraph

mEe S Secton 44 ol the Federal Reserve ek as
amended {H-S:05 title 125 sees: 353 to 358} is amended
by adding at the end thereof the following new paragraph:

e} The Federsd Reserve Bowrd shall receive speein]
supervision ever all relationships and transeetions of any
kind entered into by any Federal Reserve bank with any
foreign bank or banker; or with any group of foreign banks
or bankers; and all such relationships and transactions shall
be subjeet to saeh reculations; eonditions; and Lmitations as
the Board may preseribe: No officer or other represents-
tive of any Federal Reserve bank shall conduet negetintions
of any kind with the offieers or representutives of any

Federal Reserve Bank of St. Louis
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foreign bank or banker without first obtaining the permis-
ston of the Federal Reserve Board: The Federal Reserve
Beard shall have the right; in its diseretion; to be repre-
sented in any eonference or negotintions by such represente-
tive or representatives as the Board may designate: A full
ngs or agreements arrived ut or transaetions agreed upeoh;
wird ol ether materint faets appertaining to such eonferenees
or negetintions; shall be filed with the Federal Reserve
Beard in writing by & duly authorized officer of each
Federal Reserve bank which shall have participated in saeh
eonferenees or negotintions
ay axmerdeds s nrmended by serting ndter the sixth parn

2 No mretber bunk shadl net ns the medinm or agent of
fresy frust; or midividimd tn mnkine fontw on the seeutibe of
stoeks; bonds; and other nvestment seeurities to brokers ox
dealers in stoeks; bonds; and other investinent seeurities:
Every violation of this provisien by any member bank shall
be punishable by & fine of not more than $100 per day dur-
g the continuanee of such violations; and such fine may be
eolleeted; by suit or otherwise; by the Federal Reserve bank
of the distriet in which such member bank is located>

Federal Reserve Bank of St. Louis
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+{b) Sueh seetion 19 of the Federal Reserve Aet; as
smended (H-5:C;; title 12; sees: 1425 374; 461466 Supp-
VI title 12; see: 462a); is further amended by adding ab
the end thereof the following new paragraph:

“The Federal Reserve Board shall from time to time
Limit by regulation the rate of interest whieh may be paid
by member banks on depesits; and may preseribe differ-
ent rates for sach payment on tirne and savings depesits
having different maturities or sabjeet to different eonditions
respeeting withdrawal or repayment: No member bank
shall pay any time depesit before its maturity; or Waive any
requirement of notiee before payment of any savings depestt
exeept as to all saving deposits having the same require-
ment

SEe: 1= Seetion 22 of the Federal Reserve Aet; as
Supp: Y title 12; see: 593} is further amended by adding
&t the end thereof the fellowing new paragraph:

“Ao} No exeentive officer of any member bank shall
borrow from or otherwise beeome indebted to any member
bank of whieh he is an execeutive officer; and no member
bank shall make any loan or extend eredit in any other man-
ner to any of ibs own ecxeeutive offieers: Provided; That
loans heretofore made to any sueh officer may be renewed

or extended not more than tweo years from the effeetive

Federal Reserve Bank of St. Louis
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~date of this title; if in aceord with sotund banking practice:

I any exeentive officer of any member bank borrow from
or i he be or beeeme indebted to any bank other then a
member bank of which he is an executive offieer; he shall
make & written repert to the chairmen of the board of
direetors of the member bank of which he is an execeutive
offieer; statine the date and wmount of sach loan or indebred-
ness; the seearity therefor; and the purpese for wwhich the
proeceds have been or are to be used: Any execeutive
ofhieer of any member bank violating the provisions of this
paragraph shall be deemed guity of a misdemeaneor and
shalt be dnaprisoned not exeeeding one year; or fined not
more than $5;000; or beth; and any member bank violating
the provisions of this paragraph shall be fined not more
then $10;000; and may be fined & further sum equnl to the
srnoant so loaned or eredit so extended™

See: 12: The Federal Reserve Aet; as amended; is
amended by inserting between seetion 24 and seetion 25
(LS5 title 125 seer 3 and 6016655 Sapp: V&5 title
12; see: 371) hereof the following new seetions

£ Sme: 24A- Hereafter no national bank; witheut the
approvat of the Comptroler of the Curreney; and neo State
member banls witheut the approval of the Federal Reserve
Board; shall (1) invest in bank premises; or in the stoek;
bends; debentures; or other sach obligations of any eorpers-

H. R. 5661——2

Federal Reserve Bank of St. Louis
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fon holding the premises of sueh bank or {2} make loans
to or upon the seeurity of the stoek of any sach eorporation;
H# the agsregate of all sueh investments and loans will
exeeed the amount of the eapital stoek of sueh bank:™

Spe: 13- The Federal Reserve Aet; as amended; is
further amended by inserting after seetion 25 {8} (USG5
titte 12; sees: 611—631) thereof the following new seetton:
of low all suits of & eivi nature at common laww or i equity
to whieh any eorporation organized under the lows of the
Dnited States shall be a party; arising out of transaetions
involving international er fe*‘eig& banking; er banking in
& dependeney or insular pessession of the Huited States;
or out of other international or foreign finaneinl operations;
either direetly or through the ageney; ownership; or eontrol
of branches or loeal institutions in dependencies or msular
possessions of the United States or in forcien eountries;
shall be deemed to arise under the laws of the United States;
and the distriet eourts of the United States shall hawve
original jurisdietion of all sueh suitss and any defendant in
any sach swt mey; &t any tine before the trial thereof;
remove sueh suits from o State court into the distriet eourt
of the United States for the proper distriet by following the
proeedure for the removal of eauses otherwise provided by
Yo

Federal Reserve Bank of St. Louis
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£ Notwithstanding any other provision of laws; all suits
of & eivil nature at commeon low or in equity to whieh any
Federal Reserve bank shall be & party shall be deemed 4o
arise ander the laws of the Huited States; and the distriet
eourts of the Hnited States shall have original jurisdietion
of all sueh suits; and any Federal Reserve bank which is &
de%eﬁd&ﬁtinaﬁy%&eh%&itﬁ%ﬁ&é&ny&mebefefethemal
thereof; remove saeh suit from a State eourt into the distriet
court of the Hnited States for the proper distriet by following
the procedure for the removal of eauses otherwise provided
by lww: No attachment or execution shall be issaed against
any Federal Reserve bank or its property before finsl jude-
mrent th aHY sttt aetion; oF proceeding i any State; eonnty;
mranteipal; or Haited Strtes eonrt

Ske. 14 Parseraph = Seventh 2 of section 5136 of
the Revised Statutes; as amended (H-5:65 #itle 12; see: 244
Supp: VL5 #itle 125 seer 2495 s amended to read as follows:

£ Seventh: To exercise by its board of direetors or
duly authorized officers or agents; subjeet to law; all sueh
ineidental powers as shell be neeessary to esrry on the
business of banking: by discounting and negotinting promis-
sory notes; deafts; bills of exchanpe; and other evidences of
debt; by receiving deposits; by busing and selling exchange;
coin; snd bullions by leaning meney on personal seeurity;
and by obtaining; wsuihg; and eirenlating notes aceording to
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the provisions of this title; and generally by engaging in all
forms of banking business and undertaking all types of bank-
ing transeetions that may; by the laws of the State in
which sueh bank is situated; be permitted to banks of
deposit and diseount erganized and inecorperated under the
laws of sueh State; exeept insofar as they may be forbidden
by the provisions of any Aet of Congress: The business
of denling in investment seeurities by the asseeiation shall
be himited to purchasing and selling suech seeurities without
reeourse; selely upon the order; and for the aceount of
eustomers; and in no ease for s own aceount; and the asso-
vided; That the assoeintion meay purchase for s own aeecount
mvestment seearities ander sueh limitations and restrietions
as the Comptroller of the Curreney may by regulation pre-
sertbe; but in ne event {1} shall the total ameount of anmy
isswe of investment seeurities of any one obligor or maker
purehased after this seetion as amended takes effeet and held
by the asseeiation for its own aeeount execeed at any time 10
per eentarn of the total amount of sueh issue outstanding; but
this Limitation shell net apply te any saeh issue the total
amount of whieh does not execed $100;000 and doees not
execed 5O per eenttrn of the eapitel of the assoeiation; nor
any one obligor or maker purchased after this seetion as
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amended takes effeet and held by the asseeiation for its own
account exeeed ot any time 15 per eentum of the amount of
the eapital stoek of the asseeiation aetuslly paid in and un-
wmpaired and 25 per eentwm of its unimpuired surplus fund:
As used in this seetion the term ° investment seeurities’
shall mean mearketable obligations evideneing indebtedness
of any person; eopartnership; nssociation; or eorporntion if
the form of bondss netes; and-or debentures eomnnonls
of the term ° imvestment seeurities’ as may by regulation
be preserthed by the Compreoller of the Curreney:  Ioxeept
as hereinafter provided or otherwise permitted by law; noth-
e herein eontnined shall authorize the purehase by the asse-
cintton of any shures of stoek of any eorporation- The lmni-
tations herein contnined as to drvestment seeurities shall not
apphy to eblientions of the Hnited States; or obligations of
ary State o of any politienl subdivision thereof; or obliga-
tions issaed under authority of the Federal Farm Toan Aet;
as amended; or any other Aets ereating Federal eorpora-
tions: Provided; That in earrying on the business eom-
monly known as the safe-deposit business the assoectation shall
not invest in the eapital stoek of n corporntion organized
under the law of any State to eonduet & safe-deposit busi-

ness i an armeount i exeess of 15 per ecentum of the eapital
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stoek of the asseciation actually paid in and wnimpaired and

The restrietions of this seetion as to dealing in invest
ment seeuritios shall take effeet two vears after the date of
the approveal of this Aet:

See: 15: {a) Seetion 5138 of the Revised Statutes;
as amended (U505 title 12; see: 515 Supp: V5 title 12,
see: 1) is amended to read as follows:
no national banking asseeintion shall be oreanized with a
less eapital than $400;000; exeept that sueh asseeiations
with & eapital of net less than $50;000 may be organized
in any place the population of which does not exeeed six
theusand mbabiants: No saeh asseeintion shall be ercan-
ized in & eity the population of swhich exeeeds fifty thousand
persens with a eapital of less than $200,000; except that
in the outlying distriets of sueh a eity where the State laws
permit the organization of State banks with & eapital of
$1006.,000 or less; national banking assoecintions now ergan-
ized or hereafter organized may; with the approval of the
Comptroller of the Currency; have & eapital of not less than
$160,000-2

(b} The tenth prrageaph of section 9 of the Federal
Reserve Aet; as amended {565 title 125 see: 320); is
amended to read as folows:

Federal Reserve Bank of St. Louis
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“ No applying bank shall be admitted to membership
in & Federal Reserve bank unless it possesses a paid-up onim-
paired eapital sutheient to entitle i to beecowme & national
bankine assecintion in the pleee where # is situsted ander

See: 16: Seection 5139 of the Revised Statutes; as
amended (=565 title 12; see: 525 Supp:- V& title 12;
seer 52)5 is amended by addine at the end thereof the follow
g new paragraph:

“After two venrs from the date of the enmetment of
the Banking Aet of 1933; no certifieate representing the
stoek of any saeh assoeintion shall represent the stoek of
any other eorporation; exeept o member bank; nor shall the
ownership; sale; or transfer of any ecertifieate representing
the steek of any sueh association be econdittoned m any
menner whatsoever upen the ownership; sele; or transfer
of & eertifiente representing the stoek of any other eorpora-
Hots except # ember hanls”

See: 11 {a) After the expiration of two years after
the date of ennetment of this Aet; it shell be anlowial—
bﬂsiﬁesst—rﬁsgefe%hefsimﬂ&fefg&ﬂ%z&ﬁeﬂ;eng&gedpriﬂ—
eipally in the business of issuing; underwriting; selling; or
distributing; at whelesale or retail; or through syndieste
pattieipation; stoeks; bends; debentures; notes; or other se-

Federal Reserve Bank of St. Louis
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eurities; t0 enghge at the same time to any extent Whatever
in the business of reeciving depesits subjeet to eheek or to
repayment upon presentation of & passhbeok; eertifieate of
depesit; or other evidenee of debt; or upen request of the
depesitor; of

{2) For any person; firm; eorporation; assoeiation;
business trust; or other similar organization; other thean a
banking institution or private banker subjeet to examination
and regulotion under State or Federal law; to engage to
any extent whatever in the business of reeeiving depesits
subjeet to eheek or to repayment upon presentation of &
passhook; eertifieate of depesit; or other evidenee of debt;
of upon request of the depesitor; unless sueh person; firtn;
corperntion; assecintion; business trust; or other shmilar
organization shall submit to periedie examination by the
Comptroller of the Curreney of by the Federal Reserve Bank
of the distriet and shell make and publish periodie reports
of its eondition; exhibiting in detail its resourees and habili-
ties; saeh examination and reports to be made and published
at the same times and in the same manner and with Lke
effeet and penalties as are now provided by law in respeet
of national banking associntions transacting business in the
same loeality:

b} Wheever shall willfully wiolate any of the pro-
vigions of this seetion shall upon econvietion be fimed net

Federal Reserve Bank of St. Louis
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more than $5,000 or imprisoned not more than five years;
or both; and any offieer; director; employee; or agent of
or other similar organization whe knewingly partieipates
i any sweh violation shall be punished by o like fine or
Hnprisonment or botls

See: 18- The first two sentenees of seeton 5197 of
the Revised Statutes -H-5:C; title 12 see: 85} are
axended to read as follows:

“Any assoeiation may take; reeeive; reserve; and eharge
on any loan or discount made; or upen any netes; bills of
exchange; or other evidenees of debt; interest at the rate
the bank is loeated; or at & rate of + per ecentum in exeess
of the diseount rate on ninety—day eommereial paper in effeet
at the Federal Reserve bank in the Federnd Reserve distriet
where the bank is loeated; svhichever may be the greater;
and ne more; exeept that svhere by the lawws of any State
& different rate is lanited for banks oresnized under State
lawvs; the rate so lmited shall be allowed for asseelations
organized or existing i any suweh State under this tile:
When no rate is fixed by the laws of the State; or Lerritory;
or Distriet; the bank mny take; reeeive; reserve; or charse &
rate not execeeding ¥ per eentimm; or 1 per eentum in exeess
of the discount rate on ninetyday ecommereinl paper in

Federal Reserve Bank of St. Louis
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greater; and sueh interest may be taken in advanee; reckeon-
debt has to ron

Sres 49 b oany ense i whick; i the ophron of the
Comptroller of the Currenew; it woudd be to the advantage
of the depesttors and unseenred ereditors of any nsational
bankine asseciation whoese business has been elosed; for such

gesochition to reswnte bustress apen the refention by the
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ssoettion; for a rensonnble period to be preseribed by the
Comptroller; of all or any part of s depesits; the Comp-
troller is anthorized; i his diseretion; to permit the asseein-
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tion to reswme business H depositors and anseenred ereditors
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of the asseeintion representing a least 85 per eentum of s
total deposit and unseenred eredit hiabilities consent in wriing
to sueh retention of depesits: Nothing in this seetion shall
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be construed to affeet in any manner any powers of the
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Comptroller under the provisions of law in foree on the date
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of ennetment of this ret with respeet to the reorganization
Sme: 20: Whenever; in the opinton of the Comp-
treller of the Curreney; and direetor or officer of & national
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bank; or of & bank or trust eompany doing business in the
Distriet of Columbin; or whenever; in the opinion of & Fed-
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eral Reserve agent; any direetor or officer of a State member
bank in his distriet shall have eontinned to violate any low
relating to saeh bank or trast eompany eor shall have eon-
tinted unsafe or unsonnd practices in conducting the business
of sueh hank or trust eompany; after havine been wwarned
by the Comptroller of the Curreney or the Federal Reserve
agent; as the ease may be; to discontinue sueh violations
of law or sach unsafe or unsound praetices; the Comptroller
of the Curreney or the Federal Reserve agent; as the ease
mey be; may eertify the faets to the Federal Reserve Board:
In any sueh ease the Federnl Reserve Board meay eause
notiee to be served upen sueh dircetor or officer to appear
before sueh Board to show eause why he showld net be
removed from offiee: A eopy of sueh order shall be sent to
each direetor of the hank affected; by registered mail H
after granting the aceused direetor or officer & reasenable
oppertunity to be heard; the Federal Reserve Board finds
that he has eontinted to wolate any lase relating to such
bank or trust company or has continned unsafe or unsound
praciiees in eondueting the business of sueh bank or trast
company aiter havine been warned by the Compiroler of
the Curreney or the Federal Reserve agent to diseontintte
saeh violation of law or sueh unsafe or unsewnd practiees;
the Federal Reserve Board; in its diseretion; may order that
saeh direetor or officer be removed from office: A eopy of

Federal Reserve Bank of St. Louis
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sueh order shall be served upon sueh director or ofheer:
A eopy of sach order shall alse be served upon the bank of
which he is & director o officer; whereupon such direstor o
officer shall eease to be a director or officer of sueh bank:
Provided; That such order and the findings of faet upen
whiek # is based shell not be made publie or diselosed to
anyone exeept the direetor or officer involved and the diree-
tors of the bank invelved; otherwise than in eonneetion with
proceedings for & violation of this seetion: An¥y sueh direetor
or officer removed from offiee as herein provided whe there-
after participates in any manner in the menagement of sueh
bank shell be fined not more than $5;000 or imprisoned
for not more than five years; or both; in the diseretion of
the eonrt:

See: 21 Adter one year from the date of enaectment
of this Aet; notwithstanding any other provision of laws the
bourd of direetors; bourd of trustees; or other similar gov-
erning body of every national banling asseciation and of
every State bank or trast eompany whieh is & member of the
Federal Reserve System shall consist of not less than five
nor more then twenty-five members; and every direetor;
trustee; or other member of such governing body shall be the
bona fide owner in his own right of shares of stoek of sueh
banking association; State bank or trust eompany having &
par valte in the ageregate of not less than $2,000. I any

Federal Reserve Bank of St. Louis
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national banking assoeiation vielates the previsions of this
seetion and eontintes sach violation after thirty days’ netiee
from the Comptrollor of the Carreney; the said Comptroller
mey appoint & recetver or conservator therefor; in aceordanee
with the provisions of existing laws H any State bank er
teust eompany which is & member of the Federal Reserve
System violates the provisions of this seetion and eentinues
sueh violation after thirty days’ netiee from the Federal
Reserve Board; it shall be suabjeet to the forfeiture of its
membership in the Federal Reserve System in aecordanee
with the provisions of seetion 9 of the Federal Reserve Aet;
as ammended:

Ske: 220 From and after Jannars 15 1934; no offieer
or director of any member bank shall be an officer; director;
or manager of any eorporation; partnership; er uhineorpe-
rated asseeintion engaged primaridy in the business of pur
ehasing; selling; or negotiating seeurities; and neo member
bank shall perform the funetions of a eorrespondent bank
on behalf of any such individusl; partnership; eorporation;
or unineorporated asseciation; and ne such individual; part-
nership; eorporation; or unineorporated asseeistion shall
perform the funetions of a eorrespondent for any member
bank or hold on depesit any funds on behalf of any member
bank; unless in any sueh ease there is a permit therefor
issaed by the Federal Reserve Board; and the Boeard is

Federal Reserve Bank of St. Louis
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suthorized to issae sueh permit # in Hs judgment it is net
ineompatible with the publie interest; and to revoke anmy
such permit whenever it finds nfter reasonable notice and
oppoertunity to be heard; that the publie interest requires
sueh revoeation:

Sue: 23: The Aet entiled “An Aet to supplement
existing lows against unlvwiul resteaints and monepolies;
and for other purpeses; approved Oectober 15; 1914; as
snended; is hereby mmended by adding after seetion 8
thereof {H:5:65 title 15; see: 193 the following new seetion:

£ Spe: 8A: That from and after the Ist day of Janu-
ary 1934; no director; offieer; or employee of any bank;
banking associntion; or trust company organized of operat-
ing under the laws of the United States shall be at the same
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tine & director; officer; or employee of & corporation o a
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member of o parthership organized for any purpese what-
goever which shall make loans seenred by steek or hond
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corporation other than its own subsidiaries”
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Ste: 24: The provisions of seetion 5151 of the Revised
Statates and seetion 23 of the Federal Reserve Aeh 88
amended (U505 title 12; sees: 63 and 64)- -{impesing ha-
bility upen shareholders in national banking asseeiations in
addition to the amennt inrvested in shares); shall not apply to
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individually respensible i any amounts in exeess of the
simount mvested i shares i such assoeintion; on aeceount
of any shares aequired by him after the date of enmetment
of this title:
THEE H
AFPFHIATES

Sueerton 204 The paragraph of seetion 4 of the
Federal heserve Aet; a8 amended {H-5:C;; title 125 see:
504); which eonnmences with the words “ The Federal
Reserve Board shall elassify Z is amended by inserting before
the period at the end thereof & eolon and the following:
2 Pyovided; That whenever any two or more metnber banks
member banks  any sueh nomination or eleetion shall be
eonfined to one of sach banks; which may be designated for
the purpose by such holding company effiliate”

Sue: 202: Seetion 9 of the Federal Reserve Aet; as
amended {H-5:C5 title 12; sees: 321331 Supp- VI title
12; sees: 3213315 is amended by adding at the end thereof

< Baeh bank sdmitted to membership under this seetion
shall obtain from each of its affiliates other than member
banks and furnish to the Federal reserve bank of its distriet
and to the Federal Reserve Board not less than three reports

Federal Reserve Bank of St. Louis
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during each year: Sueh reports shall be in sueh form as
the Federal Reserve Board may presertbe; shall be werified
by the oath or affirmation of the president or sach other
officer as may be desienated by the beard of directors of
such affidinte to verify such reperts; and shall diselose the
mformeation hereinafter provided for as of dates identieal
with these fixed by the Federal Reserve Board for
reports of the eondition of the affiliated member bank:
Ench such report of nn aliliste shall be transmitbed s
herein provided at the same time as the eorresponding
report of the afliliated member bank; exeept that the Fed-
eral Reserve Board may; in ts diseretion; extend saeh time
for good eause shown: Joach sueh report shall eontain sueh
information as i the judement of the Federal Reserve
Board shall be neeessary to diselose fally the relations
between sueh affiliate and sueh bank and to enable the Board
to inform isel as to the effeet of sueh relations upen the
affairs of sueh bank: The reports of sueh affiliates sholl
be published by the bank under the same conditiens as
govern s own eondition reperts:

“Any saeh affiliated member bank may be required to
obtain frem any such affiliate sueh additionsl reperts as
in the opinion of its Federal Reserve bank or the Federal
Reserve Board may be neeessary in order to obtain a full
and eomplete knowledoe of the condition of the affilinted

Federal Reserve Bank of St. Louis



-1 S Ut R W

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

33
member bank: Suach additional reports shall be transmitted
to the Federal Reserve bank and the Federal Reserve Board
and shall be in saeh form as the Federal Reserve Beard
may preseribes

“Anv sueh affilinted member bank swhich fails to
obtain frem any of s affilintes and furnish any repert
provided for by the two preceding paragraphs of this seetion
shall be subjeet to & pennlty of $100 for ench day durng
wwhieh sweh faure econtinnes; svhieh: by direetion of the
Pederal Reserve Bonrd; may be colleted; by suit or other
wise; by the Federal Reserve bank of the distriet in whieh
stich member bank i loeated: For the purposes of this
paragraph and the two preeeding paracraphs of this seetion;
the term “offilinte— shall inelude holdine eompany afhliates
as well as other afhlintes:

“ Sinte member banks shall be subjeet to the same
limitations and eonditions with respeet to the purchasing;
and steek as are applieable in the ease of national banks
under paragraph —Seventh of seetion 5136 of the Revised
Statutes; as amended:

“After two years from the date of the ennetment of
the Banking Aet of 1933; neo eertilieate representing the
stoek of any State member bank shall represent the stoek
é&nye%heree%p%ie&;exeeﬁ&memb&b&ﬁk;ﬂefsha&}

H.R.5661—3
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the ownership; sale; or transfer of any eertifieate represent
ing the steek of any sueh bank be eonditioned in any manner
whatseever upon the ovwnership; sale; or transfer of & eer-
tifieate representing the steek of any other eorperation;
exeept & member bank:

“ Eaeh State member bank affiliated with & holding
company affiliate shell obtain from such holding eompany
affiliate; within sueh time as the Federal Reserve Board shall
preseribe; an agreement that sieh holding ecompany affiliate
shall be subjeet to the same eonditions and Lmitations as are
apphienble under seetion 5144 of the Revised Statutes; as
smmended; in the ease of holding company aflilintes of national
bastks: A eopy of each such apreement shall be fled with
the ¥ederal Reserve Board: Upon the fature of & State
member bank affilinted with o holding eompany affihate to
obtain steh an agreement within the time so preseribed; the
Federal Reserve Board shall require sueh bank to surrender
s stoek in the Federal Reserve bank and to forfeit all rights
and privileges of membership in the Federal Reserve System
as provided i this seetions Whenever the Federal Reserve
Bonrd shall have revoked the veoting permit of any suech
holding company afliliate; the Federal Reserve Board may;
in its diseretion; require any or sl State member banks
afiliated with sueh holding company aflilinte to surrender
their stoek in the Federal Reserve bank and to forfeit all

Federal Reserve Bank of St. Louis
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tights and privileges of membership in the Federal Reserve
banks; examiners seleeted or approved by the Federal
Reserve Board shall make sueh examinations of the affairs
of all affiliates of sueh banks as shall be neeessary to diselose
and the effeet of sueh relations upon the affairs of sueh banks:
The expense of examination of affiliates of any State member
bank meay; in the diseretion of the Federal Reserve Board;
be assessed agminst swek bank and when so assessed; shall
be paid by sach banl: In the event of the refusal to give
any information requested in the eourse of the examination
of any sueh affiliate; or in the event of the refusal to permit
saeh examinstion; or in the event of the refusal to pay
any expense so assessed; the Federal Reserve Board may
affiliated with sueh affiliate to surrender their steek in the
Federal Reserve bank and to forfeit all rights and privileges
of membership in the Federal Reserve System; as provided

Sue: 203: The Federal Reserve Aet; as smended; is
amended by inserting betwveen seetions 23 and 24 thereof
HE-S:C5 title 12; sees: 64 and 37 Supp: VL title 12
see: 37 the followhe new seetion:

Federal Reserve Bank of St. Louis
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£ Sue; 23A: No member bank shall 1) make any loan
or any extension of eredit to; or purehase securities wnder
reptrehase acreement from; any of its affilintes; or {2} in
vest any of its funds in the eapital stoels bonds; debentures;
or other such obligations of any sueh affiliate; or {3} neeept
the eapital steek; bonds; debentures; or other sach obliga
tions of any such affiliate as eolateral seeurity for advanees
made to any persen; partnership; asseeistion; or corporatin;
#; in the ease of any such afliliate; the ageregate amount of
sueh loans; extensions of eredi repurchase agreements;
Brvestrents: and advanees aeninst saeht colnderal security
will exeeed 10 per eentum of the eapital steek and surplas
of sueh member bank; or if; in the ease of all such affiliates;
the aggregate ammount of saeh loans; extensions of eredits;
repurchase agreements; mvestients; and advanees against
saeh eollateral seeurity will exeeed 20 per eentum of the
eapital stoek and surplas of sueh member banl:

“Within the foregoing limitations; cach loan or exten-
sion of eredit of any kind or charaeter to an affiliate shall be

seeured by eollaternl in the form of stoeks; bonds; debentures;

or other sueh oblioations having & merket value ot the thne
of making the loan or extension of eredit of at least 20 per
centum more than the amount of the lean or exiension of
eredit; or of at least 10 per eentumn more than the amount of
the loan or extension of eredit i it is seeured by obligations

Federal Reserve Bank of St. Louis



W W ~1 S Ot = W N

—_ =
N = O

—_
o

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

37

of any State; or of any peolitieal subdivision or agener
thereof: Lyovided; That the provistons of this paragraph
shall not apply to loans or extensions of eredit seeured by
obligations of the United States Government; the Federal
intermedinte eredit banks; or the Federal land banks; or by
steh notes; deafts; bills of exchanee; or bankers’ neeeptanees
as are eligible for rediseount or for purchase by Federal
Reserve banks: A loan or extension of eredit to a direetor
offieer; elerk; or other employee or any representative of
any steh affilinte shall be deemed a loan to the affilinte to
the extent that the proeceeds of sueh loan are used for the
benefit ok or trangderred to; the athlinge:

“For the purposes of this seetion the term “affilinte
shall inelude holding eompany affilintes as well as other
athiliates; and the provisions of this seetion shall not appls
te any affiltate {1} engaged selely in holding the bank
premises of the member bank with which i is affiliated;
{2} engaged solely in eondueting a safe-deposit business or
the business of an agrienltural eredit eorporation or hvestoek
loan eompany; {5} in the eaptinl stoek of which & national
bankine assoeintion is authorized to invest pursaant to
seetion 25 of the Federal Reserve Aet; as amended; or {4}
orgnnized under seetion 25 (a)} of the Federal Reserve
Aet; as mmendeds but as to any sueh afhiliate; member
banks shall eontinte to he subjeet to other provisions of

Federal Reserve Bank of St. Louis
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low applieable to loans by sueh banks and investments by
sach banks in steeks; bonds; debentures; or other saech
ebhgations

Swer 204 Seetion 5144 of the Revised Statutes; as
amended {H-5:C5 title 12; see: 61)5 is amended to read
a8 follows:

“38e: 5144 In all clections of directors and in de-
eiding all questions at meetings of shareholders; each share-
holder shall be entitled to one vote on each share of steek
held by him; exeept {1) thet sheres of its own stoek held
by & national bank as sele trustee shall not be voted; and
shares of its own steek held by o national bank and ene
oF more persens as trustees may be voted by such other
person or persons; as trustees; in the same manner as i he
or they were the sele trustee; and {2} shares eontrolled
by any holding eompany sffiliate of & national bank shell
net be voted unless sueh holding company aflilinte shell
have first obtained & voting permit as hereinafter provided;
whieh permit is in foree at the time sueh shares are voted:
Sharcholders may wvote by proxies duly authorized in
writing; but no offieer; elerk; teller; or bookkeeper of such
bank shall set as proxy; and no shareholder whese hability
is past due and unpaid shall be allowed to vote:

“For the purpeses of this seetion shares shall be
deemed to be eontrolled by o holding eompany sffiliate i

Federal Reserve Bank of St. Louis
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they are owned or eontrolled directly or indireetly by sueh
holding eompany affiliate; or held by any trustee for the
benefit of the shareholders or members thereof:

“Anv saeh holdine company affilinte mey make apph-
citons 0 the Fedeml Reserve Boned for n voling permit
entithne H# to enst one vote nt wll elections of directors and
t decidhne all questions ne meefines of shareholders of sneh
bank on emeh sharve of steck controlled by it or autheriz-
g the trustee or trustees holding the stoek for its benefit
ot for the benefit of is shareholders so to vote the sames
The Federal Reserve Board may; in its diseretion; grant or
withhold seeh permit as the publie interest may requires
b petine apon steh applieation; the Beoard shell eonsider
the finanein] condition of the appheant; the general eharneter
of Hs manavement; and the probable effeet of the granting
of such permit upon the affairs of sueh bank; but no suneh
permit shall be granted exeept apon the following eonditions:

“Aay Fvery sach holding company affilinte shell; in
mekine the applieation for sach permit; agree {3} o
reeeive; on dates identieal with those fixed for the examine-
tion of banks with whieh # is affiliated; examiners duly
attthorized to examine saeh banks; swhe shall make sueh
exprntnations of sueh holding company affiliate s shall be
necessarey o diselose fullve the relations berween saeh hanks
and saeh holding company affilinte and the effeet of suech

Federal Reserve Bank of St. Louis
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relations upon the affairs of sueh banks; sach examinations
to be at the expense of the holding eompany affiliate so
examined; {2} that the reports of sueh examiners shall
eontain such information as shall be neeessary to diselose
fulls: the relations between such affiliate and sueh banks
and the effeet of sueh relations upon the affairs of such
banks; {3) that such exmminers may examine eseh bank
owned or controlled by the helding eompany afliliate; both
mdividually and in conjanetion with other banks owned or
controlled by such holding eompany afhlinte; and {4) that
publieation of individanl or conseolidated statements of eon-
dition of saeh banks may be requireds

“Ab} After five years after the ennetment of the
Banking Aet of 1933; every such holding company aflilinte
{4 shall poessess; and shall eontinte to possess during
the life of sueh permit; free and elear of any hen; pledge;
or hypotheeation of any nature; readiy marketable assets
other than bank stoek in an smeount net less than 12 per
eenttim of the ageregate par value of all bank stoeks eon-
trolled by saeh holding company aflilinte; which amount
sh&Hbeiﬂefe&sedbyﬁetless%h&HQpe%eeﬂmﬂ&pef&nﬁ&m
of such aggregate par valoe until such assets shall amount to
25 per eenttim of the ageregate par value of sneh bank stoeks:
and {2} shall reinvest in readily marketable assets other then

bank stoek all net earmings over and abeve 6 per eentum

Federal Reserve Bank of St. Louis
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per annam on the beok value of its own shares eutstanding
until saeh assets shall amotnt to steh 25 per eenttin of the
ageregate par velte of all bank stoeks eontrolled by it

“fe} Notwithstanding the foregeing provisions of this
seetion; after five venrs after the ennetment of the Bank-
g et of 1933; {1} any sueh holding eompany aflilinte
the shareholders or members of whieh shall be indi-
viduatly and severally heble in propertien to the number
of shares of such holding eompany afliiate held by them
respeetively; i addition to amounts invested therein; for
el statutory Hability impesed on sueh helding eompany
afhilinte by reason of its eontrol of shares of stoek of banks;
shall be required only to establish and meaintain out of net
earnings over and above 6 per eenttin per annttm on the
boek walue of its own shares outstanding a reserve of readily
marketable assets i an amount not less then 12 per eentum
of the ageregate par value of hank stoeks eontrolled by i
and {2} the assets required by this seetion to be pessessed
by sueh holding eompeny affiliate may he used by # for
replacement of eapitel in banks affiliated with # and for
losses inearred in such banks; but any deficieney in suel
assets resalting from such use shall be made up within sueh
period as the Federal Reserve Board max by regulation

Federal Reserve Bank of St. Louis
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“(d) Brers officer, direetor; agent; and employee of
every such holding eompany affilinte shall be subjeet to the
seme penalties for false entries in any beook; repert; or
statement of sach holding eompany affilinte as are applieable
to officers; directors; agents; and employees of member
banks under seetion 5209 of the Revised Statutes; as
smended: and

“A{e} Every such holding eompany affiliate shall in s
applieation for such voting permit; (1) show that it dees not
oWa; eontrol; or have any interest in; and is not parteipating
in the meanagement or direetion of; any eorporation; business
trast; asseeintion; or other stmilar orcamization formed for
the purpese of; or engaged prineipally in; the issue; flota-
tion; underweriting; publie sale; or distribution; at whelesele
or reteil or through syndieate partieipation; of stoeks; bonds;
debentares; notes; or other seenrities of any sort fhere
inafter referred to as * seeurities eompany 5 {2} agree that
not aequire any ownership; eontrol; or interest in any sueh
seetrities eompany or participate in the management or
direction thereofs {3} agree that if; at the time of fling
the applieation for such permit; it owns; eontrols; or has an
interest in; oF is participating in the menagement or diree-
tion of; any such seeurities company; i Wil within five
years after the filing of such applieation; divest iself of s

Federal Reserve Bank of St. Louis
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ownership; eontrol; and interest in such seeurities eompany
and will eesse partieipating in the management or direction
thereof; and will not thereafter; during the peried that the
permit remnins in foree; aequire any further eownership;
eontrol; or interest in any sueh seeurities eompany or par
tieipate in the management or direetion thereof; and {4}
agree thet theneeforth it will deelare dividends only out of
aetaal net earnings:

“H at any time i shall appear to the Federal Reserve
Board that any heldine eompany afilinte has violated any
of the provisions of the Banline et of 1933 or of any
sgreement made pursaent to this seetion; the Federal Re
serve Board may; in its diseretion; revoke any sueh voting
permit after givine sixty dayy notice by registered muil of
its intention to the holding eompuny affilinte and affording
it an oppertanity to be heard: Whenever the Federal Re-
serve Board shall have revoked any such voting permit ne
nationat bank whese stoek is controlled by the holding com-
pray afftinte whose permit is so reveoled shall reeeive depos
ity of publie moneys of the United States; nor shall any such
netional bank pay any further dividend to sueh holding com-
pany affilicte wpon any shares of sueh bank eontrolled by

“Whenever the Federal Reserve Board shell have re-
voked any voting pesmit a8 hereinbefore provided; the

Federal Reserve Bank of St. Louis
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rights; privileges; and franchises of any or all national banks
the stoek of whieh is controlled by sueh helding company
affiliate shall; in the diseretion of the Federal Reserve Board;
be subijeet to forfeiture in accordanee with seetion 2 of the
Federnl Reserve Aet; as amended

SEe: 205 Adfter two years from the date of the enaet-
ment of this Aet; ne member bank sholl be affilinted in any
manner desertbed in seetion 1 (b} of this title with any eor-
poration; associntion; business teust; or other similar orsanize-
tion engaged prineipally in the issue; Hotation, underwaiting;
publie sale; or distribution at whelesale or retail or threugh
syndieate partieipation of stecks; bonds; debentures; notes;
of ether seeurities:

For every violation of this seetion the member bank
wmvolved shall be subjeet to & penalty not exeeeding $15000
per day for ench day during which saeh violation eontinttes:
Sueh penalty may be assessed by the Federal Reserve Board;
in its diseretion; and; when so assessed; muy be colleeted by
the Federal Reserve bank by suit or otherwise:

I any such vielation shall continue for six enlendar
months after the member bank shall have been warned by
the Federal Reserve Board to diseontinue the same; {8} in
the ease of & natienal bank; all wights; privileges; and
franechises granted to it under the National Bank Aet may
be forfeited in the manner preseribed i seetion 2 of the Fed-

Federal Reserve Bank of St. Louis
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erat Reserve Aet; as ammended; or; (b} in the ease of a State
member bank; all of its richts and privileges of membership
in the Federal Reserve System may be forfeited in the
manner preseribed in seetion 9 of the Federal Reserve Aet;
as amended:

—

Ske- 206- {a) The second sentenee of the first para-
graph of seetion 5200 of the Revised Statutes; as smended
E5:65 title 12; seex 84 Supp: ¥k title 12; see: 84);
is amended by inserting before the period at the end thereof
the following: “and shell inelude in the ease of obligations
of & eorporstion all ebligations of all subsidiaries thereof in
which such ecorperation ewns or eonitrols & majority
rberest—
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b} The amendment made by this seetion shall not
apply to saeh obligations of subsidiaries held by sueh asso-
eintion on the date this seetion takes effeet:
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SEe: 207 Seetion 5211 of the Revised Statutes; as
amended {H-S:C5 title 12; see: 161 Supp: VI title 125
see: 161); is amended by adding at the end thereof the

“Iaeh national banking asseeiation shall obtain frem
each of its affiliates other than member banks and fornish
to the Cemptroller of the Curreney net less than three
reports during eseh year; in sueh form as the Compiroller
mey preseribe; verified by the eath or affirmation of the
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president or such other officer as may be designated by the
board of direetors of sueh affilinte to wverify sueh reports;
diselosing the information hereinafter provided for as of
during sueh year require the reports of the eonditions of the
asseeintion: Feor the purpese of this seetion the term
* afftlinte - shall inelude holding eompany affilistes as well
as other affilintes: Joaeh such report of an affiliate shall
be trensmitted to the Comptroler ut the same Hme ns the
corresponding report of the asseeintion; exeept that the
Comptroller mny; in his diseretion; extend sueh time for
sood eanse shown. JKaeh sueh report shall eontain sueh
Curreney shall be neeessary to diselose fally the relations
between sueh affiliate and sueh bank and to ensble the
Comptroller to inform himself as to the effeet of such rela-
tions upon the affnirs of sueh bank: The reports of sach
affiliates shall be published by the assoecintion under the same
conditions as govern Hs own eondition reports: The Comp-
troller shall adse have pewer to eall for additional reperts
with respeet to any sueh affiliate whenever in his judement
the same are neeessary in order to obtain & full and ecom-
plete knowledge of the conditions of the asseeintion with
whieh i is affilisted: Such additional reports sball be
transmitted to the Comptroller of the Curreney in sach form

Federal Reserve Bank of St. Louis



© W N S Ot o W D -

[ R R R R R T o T o T e S U O S S
Ot B W N = O O W ~ o Ot s W = O

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

47

as he may preseribe: Any sueh affiliated bank whieh fails
to obtain and furnish any report required under this seetiop
shall be subjeet to & penalty of $100 for each day during

See: 208 (o) The first parageaph of seetion 5240 of
The Revised Statates; as smended {(H5:Cr title 125
see: 481); is amended by inserting bhefore the period
ot the end thereof a colon and the following provise:
“Provided; That i meking the examination of any
notionsl bank the examiners shall inelude sueh am exam-
ination of the affairs of all its athliates other then member
banks as shall be necessary to diselose fully the relations be-
tween sueh bank and such affilistes and the effeet of sueh
relations upon the affairs of saeh bank; and in the event of
the refusal to give any information required in the eourse
of the examination of any sach affilinte; or in the event of the
refusel to permit such examination; all the rights; privileges;
and franchises of the bank shell be subject to forfeiture in
sceordanece with seetion 2 of the Federal Reserve Aeh; as
amended: The Comptreller of the Curreney shall have
power; and he is hereby authorized; to publish the repert
of his examination of any notional banking assoeiation or
affiliate which shall net within ene hundred and twenty
deys after notifteation of the recommendntions or suggestions
of the Comptroller; based on seid examination; heve eom-

Federal Reserve Bank of St. Louis
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phed with the same to his satisfretion- Ninety days’ notice
prier to such publieity shall be given to the bank or
affiliate

b} Seetion 5240 of the Revised Statutes; as srmended
{55:C5 title 125 see: 481); is further amended by adding
after the Hrst pavegraph thereof the following new
paragraph

= The examiner malking the examination of any affiliate
of a national bank shall have power to make a thorough
examination of all the affairs of the affiliate; and in doing
so he shall have power to administer oaths and to examine
any of the offiecrs; ditectors; employees; and agents thereof
under oath and to make & report of his findings to the
of suech athlintes may be assessed by the Compiroller of the
Curreney upon the affilintes examined i proportion to assets
or resotrees held by the afliliates upon the dates of examing-
tion of the various affiliates: H any sueh affiliate shall
refuse to pay sach expenses or shall fail to do so within
sixty deys after the date of sueh assessment; then sueh
expenses may be assessed against the affiliated national bank
and; when so assessed; shall be paid by sueh national bandk:
Provided; however; That; i the affiliation 18 with twe er
more national banks; sueh expenses may be assessed against;
and colleeted from; any or all of such national banks in sueh

Federal Reserve Bank of St. Louis
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proportions as the Comptroller of the Curreney mey
preseribe: H any affiliate of & national bank shall refuse to
permit an examiner to make an examination of the afiiliate
or shall refuse to give any information required in the eourse
of any such examination; the national bank with which it is
affilinted shall be sabjeet to & penaliy of not more than $100
for each das that any sueh refusal shall eontinne: Sueh pen-
alty may be assessed by the Comptroller of the Curreney and
eollected in the same manner a8 expenses of exandnations”

PHRLE T

Fapieat DEposts IetRaver CORPORATION

Seexion 301 {a) There is hereby erested o Federal
Depeosit Insuranee Corporation [{hereinafter referred to as
the < Corperation 2); whese duty it shall be o purchase;
hold; and liquidate as hercinafter provided; the assets of
netional banks whick heve been elosed by netion of the
Comptroller of the Curreney; or by vote of their directors;
and the assets of State member banks; and to make loans to
State banks and trust eompanies as hereinafter provided;
which have been elosed by action of the appropsiste State
authorities; o by vote of their direetors:

{b) The management of the Corperation shall be
vested in o board of directors; consisting of five memhefs;
e&eefwhemsh&ﬁbe%he@emp%eﬂefeft—he%fféﬁéﬁeﬁ;

H. R.5661——4 |

Federal Reserve Bank of St. Louis
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& member of the Federal Reserve Board designated by the
Board for the purpose; and three ecitizens of the United
States appeinted by the President; by and with the advice
and consent of the Senate; whe shall hold their offices dur-
ing & term of six years: Not more than twe of the ap-
pointive members of the board shall be members of the
seme politieal party= The terms of the appeintive members
first appointed shall be for twe; four; and six vears; as desig-
nated by the President: The appointive members of the
board shall reeerve eompensation at the rate of $16,000
pet anntny; payable monthly out of the funds of the Cor-
poration; but no other member of the board shall reeeive
additionnl eompensation for serviee as & member:

+te} There is hereby authorized to be approprinted; out
of any money in the Treasury not otherwise approprinted;
the sum of $156;000,000; whieh shall be available for pay-
ment by the Seeretary of the Freasury for eapital stoek of
the Corporation in an equal amount; which shall be sub-
seribed for by him en behalf of the United States: Pay-
ments upon such sabseription shall be sabjeet to eall in whele
or in part by the board of directors of the Cerporation: Such
stoek shall be in addition to the amount of eapital steek
required to be subseribed for by Federal Reserve banks and
member and nonmember banks as hereinafter provided
and the Hnited States shall be entitled to the payment of diva-

Federal Reserve Bank of St. Louis
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dends on such stoek to the same extent as member and
nonmember banks are entitled to sach payment on the
elass A stoek of the Corperation held by them: Reeeipts
for payments by the United States for or on neceount of
sueh stoek shall be issaed by the Corporation to the Seere-
tary of the Treasury and shall be evidenee of the stoek
ownership of the United States:

4+ The enpitel stoek of the Corporntion shall he
divided into shares of $100 eneh- Certifientes of stoek of
the Gorporation shall be of two elnsses; elass A and elass B-
Class A stoek shall be held by member and nenmember
banks enly and they shall be entitled to payment of divi
dends out of net earnings ot the rate of 6 per eentum per
annwm ob the eapital stoek paid i by them; which divi-
dends shall be eumulative; or to the extent of 30 per
centumn of sach net earnings in any one yenr; whichever
amount shall be the greater; but sueh stoek shall have no
vote at meetings of steckholders: Class B steek shall be
held by Federsd Reserve banks only and shall not be
entitled to the payment of dividends: Ewvery Fedewal
Reserve bank shall subseribe to shares of elass B stoek in
the Corperation to an armount equal to one half of the
sirplas of saeh bank on Jamnary 15 1953; and Hs subserip-
tions shall be aceompanied by & eertified eheek payable to
the Corporation i an ameount equal to ene half of such

Federal Reserve Bank of St. Louis
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subseription- The remsinder of such subseription shall be
subjeet to eall from time to time by the board of direetors
apon ninety days’ notice

{e)- BEvers member bank shall subseribe to the elass A-
eapital stoek of the Corporation in an amount equal to one
half of 1 per eentum of its total net outstanding time
and demand depoesits en January 1; 1933; as computed in
aceordanee with regulations of the Federal Reserve Board
governing the eomputation of reserves: One half of sueh
subseription shall be paid in full within ninety days after
reeeipt of notiee from the ehairman of the hoard of directors
of the Corporation; and the remainder of such subseription
shall be subjeet to eall from time to time by the board
of dircetors of the Corperations

{f) The amount of the ounistanding elass A stoek
of the Corporation held by member banks shall be
annually adjusted as hereinafter provided as of the last
preeeding eall date as member banks inerease their time
and demand deposits or as additionsl banks become mem-
bers; or subseribe to the stoek of the Corporation; and sueh
stoek may be deereased in amount as member banks reduee
their time and demand depesits or eease to be members:
Shares of the eapital steck of the Cerporation owned by
member banks shall net be transferred or hypotheeated:
When & member bank ineresses s time and demsand

Federal Reserve Bank of St. Louis
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deposits; it shall; at the becinnine of each ealendar year;
subseribe for an additional smount of capital steek of the

Corporation equal to one half of 1 per eentum of sueh

inerease i deposits: One half of the amount of such addi-
tional stoek shall be paid for at the time of the subseription
therefor and the balanee shall be sabjeet to eall by the board
of direetors of the Corporations A bank admitted to mem-
bership in the Federal Reserve System at any tine after the
organization of the Corporation shall be required to sab-
serthe for an amount of elass A eapital stoek equal to one
half of 1 per eentun of the time and demand depeosits of the
appheant bank as of the date of sueh admission; paying
therefor its par value plas one half of 1 per eentum & month
from the period of the last dividend on the elass A stoek of
the Cerporatton- When o member bank reduees its time
and demand depesits it shall sarrender; not later then the
Ist day of Janunry thereafter; & proportionate ameunt of
its heoldings in the eapital stoek of the Corporstion; and
svhen & member bank voluntarily lquidates it shall suerender
all is holdings of the eapital stoek of the Corporation and
be released from its steek subseription net previeusly ealled:
The shares so surrendered shall be eanceled and the member
hark shall receive in payment thervefor; under regulations
to be preseribed by the Beard; & sum equal to its eash-paid

Federal Reserve Bank of St. Louis
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share of dividends not to execeed one half of 1 per centum
& month; from the period of the last dividend on sach stoek;
less any Hability of saeh member bank to the Corperation:

See: 302: {a) Any State hank or fust companys
not & member bank of the Federal Reserve System; with
the approval of the State antherity having supervision of
saeh bank or trust eompany and eertifteation to the Corpe-
ration by sueh authority thet sueh bank or trust ecompeany
is in selvent eondition; after examination bys and approval
of; the Corporation; shall be entiled to the privileges of
this title upon agreeing to eomply with this title and wpen
subsertbing to the sarne amotnt of stock as would be required
H# sueh bank or trust company beeame 8 member bank:
The Corporation is suthorized to preseribe rules and regu-
lations for the further examinntion of saeh bank er trast
company and fix the compensation of examiners emploved
for such examination= AH the provisions of subseetions {e)
and (£} of seetion 304 and of seetion 303 shall apply to suek
St—&fee bank or trust ecompany and to its holdine of sach stoek
as i it were a member bank: H at any Hime the board of
direstors of the Corporation is of epinien that any saeh State
bank or trast eompany has faled to comply with the provi-
stons of this title apphieable to saeh State bank or trast eom-
peny or thet the eontinned participation by any sach State

bank or trust company is detrimental to the safe and eeonom-
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ieal entrying out of the duties of the Corporation under this
titte; the board shall eive notice thereof to sueh State bank or
trast eompany and; alter hearing; the board mey by order
require the withdraweal of sueh State bank or trust company
from participation in the benefits of this title; whieh order shall
beeome effeetive at steh time; not less than thirts days after
the issaanee thereof; as the board may fix; and the Corpora-
tion shall pay to such State bank eor trust company the
aount paid for steek held by # {ond s stoek shall be

b Fir ense any State bank or trast comprnys net
& member of the Federal Reserve Systen; is prohibited by
State laws or by the State nuthority; from complyine with
prrstatt to subsection ) of this seetions i shall be entitled
to the privileges of thix title upon eomplving with the other
reqhirements of sueh sabseetion; and apon meaking a deposit
n lawhal meney with the Corporation equal to the face
armonnt of steek which # would be required to subsertbe for
# it beeamre a member bank: The Corporation shell pay
interest on any sueh deposit to the bhank or trast ecompany
meking sueh deposit at & rate equal to the rate of the divi
dend paid on stoek of member banks: Sueh depesit shall
be adjusted in ke manner as boldings of stoek in the Corpe-

Federal Reserve Bank of St. Louis
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of seetion 301: Upon inselveney of the State bank or trast
eompany making the depesit; such deposit and acerved inter
est thereon shall be applied in the same manner as eash
paid sabseriptions and dividends are applied ander seetion
303: The provisions of the last sentence of subseetion {a}
of this seetion shall apply to any bank or trust eompany
meking sueh deposit; exeept that in len of payments by the
Goerporation to the bank or trust company of amounts paid
for stoek the Cerporation shall return to suech bank or trast
compaty the amount of the deposit

SEe- 503: H any member bank shall be deelared in-
selvent; the stoek held by it in the Corporation shall be
enneeleds withowt mmpaivtment of the habilite of sueh bands
ard all eashprid sabseripBons on sueh stoels with #s pro-
portionnte share of dividends not to exeeed one half of +
per ecntarn per month from the period of lust dividend on
stk wtoek shall be fivst npplied to odl debis of the inselvent
hank or the reeetver thereof to the Horperntion; and the bal
anee; H any; shell be paid to the recetver of the inselvent
bk
members of the board of the Corporation; the Cerperation
shall beeome a body eorporate and as saeh shall have

power—

Federal Reserve Bank of St. Louis
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First: To adopt and use a eorporate seak

Seeond: To huve suecesston until dissolved by an Aet
of Congress:

Fourth: To sue and be sued; complain and defend; in
any eotrt of law or equity; State or Federal:

Fifth: Fo appeint by its board of directors sueh offieers
it emplovees as wre not othepwise provided lor i this
seetion; to define their duties; fix their compensation;
require bonds of them and fix the penslty thereof; and to
dismiss ot pleasare sueh offieers or employees: Nothine in
this or any other Aet shall be construed to prevent the
appointment and eompensation; as an offieer or employee
of the Corporation; of any officer or employee of the United

Sixth. To preseribe by its board of direetors; bylews
not ineonsistent with lavw; regulating the meanner i which
s ceneral business may be condueted; and the privileges
granted to it by law may be exereised and enjoyed:

Seventh: To exereise by its board of directors; or duly
authorized officers or agents; all powers speetfieally granted
by the provisions of this seetion and sueh ineidental powers
as shall be neeessary to earry out the powers se gramted:

Federal Reserve Bank of St. Louis
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Ste: 365 The bonrd of divestors shall administer the
affairs of the Corporation fatrly and hnpartially and svithout
disertmination: The beard of directors of the Corporation
shell determine and preseribe the manner in which #s obh-
gations shall be inearred and its expenses allowed and paid:
TFhe Corporation shall be entitled to the free use of the
Enited States mais in the same manner as the exeentive
departinents of the Geovernment: The Ceorporatien with
the eonsent of any Federal Reserve bank or of any board;
commmission; independent establichment: or exeeuttve depart-
ment of the Government; nelading any field service thereof;
mey aveil isel of the use of information; serviees; and
faetlities thereof in earrying out the provisions of this seetion:

See: 306- {a) The Corporation shall insure the time
and demand deposits of all member banks which are elass A
stoekholders of the Corperation as hereinafter preseribed:
Notwithstanding any other proviston of law; whenever any
nationsl bank which is a elass A stoekholder of the Corpora-
tion shall have been elosed by aetion of its board of directors
or by the Comptroller of the Curreney; as the ease may be;
on account of inability to meet the demands of its depesitors;
the Comptroller of the Curreney shall appoint the Gorpeo-
ration reeetver for sueh banlc As seen as pessible there-
after the Corporation shall organize & new national bank
to assuipe the insured depesit hiabilities of sueh elosed hank;

Federal Reserve Bank of St. Louis
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to reeeive new depesits and otherwise to perform tempeo-
rarily the funetions provided for it in this paragraph: Feor
the purpeses of this sabseetion; the term insured depestt
Lability shall mean with respeet to the owner of any elaim
arising out of a depesit Hability of such elosed bank the
following percentages of the net amount due to saeh
owner by such elosed bank oen aceount of deposit ha-
bilities: 100 per eentum of the amount by which sueh
net amount does not exeeed $10;000< wnd 75 per eenttin
of the amount; if any; by which sueh net amount exeeceds
$10;000 but does not exceed $50;000; and 50 per eentum
of the amount; ¥ awy; by which sueh net amount exeeeds
to sach ewmner for the purpese of fixing sueh percentage;
there shall be added together all net amounts due to sueh
owner i the same eapaeity or the same richt; on aeceount
of deposits; regardless of whether sueh deposits be main-
tetned in his name or in the names of others for his benefit:
For the purpeses of this subsection; the term ° insured de-
posit labilittes . shall mean the ageregate amount of all
steh insured depesit liabilities of sueh elosed bank: The
Corporation shall determine as expeditiously as pessible the
net mmounts due to depositers of the elosed bank and shall
make avadable to the new bank an amount equal to the
insared depesit Habilities of sueh elosed bank; whereupen

Federal Reserve Bank of St. Louis



© W -3 o Ut o= W N

e
W N = O

14
15
16
17
18
19
20
21
22
23
24

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

60
sueh new bank shell asswme the insured depesit hability of
sueh elosed bank to each of its depositors; and the Ceorpora-
tion shadl be sabrogated to all richts aeainst the elosed bank
of the owners of such deposits and shall be entitled to reeeive
the same dividends from the preeeceds of the assets of sach
elosed bank as svould have been payable to ench sueh deposi-
tor antil saeh dividends shall equal the insured depeosit habil-
i to saeh deposttor asstred by the new bands whereapon
all forther dividends shall be payeable to sueh depesiter: Of
the ameunt thus made available by the Corperation to the
pew bank; sueh portion shall be paid to i in eash as meay be
neeessary to enable it to meet bnmediate eash demands and
the remainder shall be eredited to it on the hooks of the Cor-
poration subjeet to withdrawal on demand and shell bear
interest ab the rate of 3 per eenttn per annwm until with-
drawn: The new bank may; with the approvel of the Cor-
porntion; aceept nesw deposits; whieh; together with ol
anounts iade available to the new bank by the Gorporations
shall be kept on hund i ensh; mvested in direet obligntions
of the Bnited Statess or deposibed with the Govporation er
with & Federal Reserve bank:  Sueh new bank shell main-
tain on depeostt with the Federsl Reserve bank of its distriet
the reserves required by lw of member banks but shall not
be required to subsertbe for stoek of the Federal Reserve
bank untd s ewn eapital steek hos been subseribed

Federal Reserve Bank of St. Louis
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and paid for in the manner hercinafter provided: The
articles of association and erganization eertifieate of sueh
new bank may be exeeuted by sueh representatives of the
Corporation a8 i may designate; the new bank shell not
be required to have any directors at the time of its organiza-
tton; but shall be managed by an exeeutive officer to be desig-
nated by the Corporation; and ne eapital stoek need be paid
i by the Corperation; but in other respeets sueh bank shall
be organized in accordanee with the existing provisions of
law relating to the eorcanization of natienal banks: and;
until the requisite amount of eapital stoek for such bank has
been subseribed and paid for in the menner hereinafter pro-
vided; sueh bank shell transaet ne business exeept that
suthorized by this stbscerion mid sueh busthess as niey be
metdentnd fo s orennizatiors When i the judement of the
Corporation it is desirable to do se; the Corperation shall
offer enpital stoek of the new bank for sale on sueh terms and
condittons ax the Corporation shall deem advisable;s I an
smount safficient in the opinion of the Corporation to make
possible the conduet of the business of the new bank on &
sotnd basis; but it o event less than that required by seetion
5158 of the Revised Statutes; as amended; for the erganiza-
tion of a national bank in the place where such new bank is
loeated; giving the stoelholders of the elosed bank the first
oppeortunity to purchase sueh steele Hpen preef thet an

Federal Reserve Bank of St. Louis
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adequate amount of eapital stock of the new bank has been
sitbsertbed and paid for in ensh by subseribers satisfactors
to the Comptroller of the Curreney; he shall issue to such
bank o eertifieate of authority to eommenee business and
thereafter it shall be managed by directors eleeted by its own
shareholders and may exereise all of the powers granted by
lew to national banking assoctntions:  H an adequate amount
of enpital for sueh new bank i not subseribed and paid in;
the Georporation may offer to transter s busiress to any
e%hefbaﬁkiﬂgiﬂ.s&mﬁeﬂiﬂ%hes&mepl&ee%iehﬁéﬁ%&ke
over s assets; assure s hebilities; and pay to the Corporan-
tton for such business saeh amount as the Corperation may
deem adequnte: Tnless the eapital stoek of the new bank is
sold or its assets nequired wnd its Habilities assumed by
within twe years from the date of Hs organization; the Cor-
porntion st pliee the new bark o volanines Hquidntion
and wind up Hs affairs: The Corperation shall open on its
books a deposit insurance neecount and; as soon as possible
after taking possession of any elosed national banls the Cor-
be avaiable from all sourees for apphestion in satisfaction
of the portion of the elaims of depositors to whieh it has been
subrogated and shall debit to sach deposit insaranee aeeotnt
the exeess; H any; of the amount made available by the Cor-

Federal Reserve Bank of St. Louis



[

V)

© ® a1 & ;o

10
11
12

13

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

63
peration to the new bank for depesitors over and abeve the
awnonnt of such estimate: 1t shall be the daty of the Corpeo-
ration to rertize o3 rapidly as possible upon the assets of sueh
closed banlk; having due regard to the condition of eredit in
the distriet i whieh sueh elosed bank is loenteds to enforee
the mmdividual habiity of the stoelholders und divectors
thereofs and to wind wp the affairs of such elosed bank in
tion of closed nattonnd bades: exeept ns heretnr otherwise pro-
amount realized from sach hquidation as it shall be entitled
to reecetve on aeceonnt of Hs subrogation to the elaims of
depositors and pavine to depositors and other ereditors the
ameount wvaiable for distribution to thens; after deducting
therefrom their share of the eosts of the liquidation of the
elosed banle: H the total amount realized by the Corpora-
Hon on secount of is sabrogation to the elaims of depositors
he less than the amotnt of the estimate hereinabove provided

- for; the depesit nsarance aceount shell be eharsed with the
deficieney and; i the total amount so realized shall execed

the ameount of sueh estimate; such aeeount shall be eredited
with sueh exeess: With respeet to sueh elosed national
banks; the Corperation shall have all the rights; powers; and
privileges now possessed by or hereafter given reeeivers of

insolvent national banks and shall be subjeet to the obliga-
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tions and penalties not ineonsistent with the provisions eof
this paragraph to which sach reeeivers are now or may
hereafter become subjeet:

Whenever any State member bank wwhieh is & elass A
stoekholder of the Corporation shell have been elosed by
petion of its board of directors or by the appropriate State
stthority; as the ease may be; on aceount of inability to
meet the demands of s depesiters; the Corporation shall
seeept appointment as reeerver thereof; # sueh appeintment
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be tendered by the appropriate State auwthority and be
suthorized or permitted by State laws Thereupon the Cor-
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with the provisions of this subseetion; to asswme the msured
deposit habilities of sueh elosed State bank; to reeeive new
deposits and otherwise to perform temporarily the funetions
provided for in this sabseetion- Upon satisfaetory reeognit
tion of the right of the Corporation to receive dividends on
the same basis as in the ease of & elosed nationsl bank ander
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this sabseetion; sach recognition being seeorded by State
low, by allowanee of elaims by the appropriste State
authority; by assignment of elaims by depesitors; or by any
to sueh new national bank; in the manner preseribed by this
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nattonal bank shall perform all of the funetions and duties
and shall have all the rights and privileges swith respeet to
saeh State bank and the depesitors thereof whieh are pre-
seribed by this subseetion with respeet to elosed nationsl
banks holdine class & stoek i the Corporation: Provided;
That the rights of depesitors and other ereditors of such State
bank shall be determined i neeordunee with the apphieable
provistons of Mtate laws nd provided further; That, with
respeet to steh State hank; the Corporation shall possess the
powers and privieges provided by State law with respeet to
& reeetver of saeh State bank; exeept insofar as the same
are i confliet with the provisions of this subseetion:

Whenever any State member bank whieh is a elass A
stockholder of the Corperation shall have been elosed by aetion
of its board of directors or by the appropriate State autherity;
as the ease may be; on aceotnt of nability to meet the demsnds
of its depesitors; and the applieable State law does not permit
the appointment of the Corperation as reeeiver of such banl
the Corporation shall erganize & new nationsl bank;
aceordanee with the provisions of this subseetion; to assume
the mwured deposit habilities of sach elosed State banlk; to
receive new depostts; and otherwise to perform tempeorasily
the funetions provided for in this subseetions Upon satis-

factory: recognition of the right of the Corporation to reeeive

5)

II. R. 5661

Federal Reserve Bank of St. Louis
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dividends on the same basis as in the ease of a closed national
bank under this sabseetion; such recognition heing aeccorded
by State law; by allowance of elaims by the appropriste
State euathority; by assignment of elaims by depositors; or
by any other effeetive method; the Corporation shall make
avatable to saeh new bank; in aceordanece with the pro-
vistons of this subseetion; the nmount of imsured depesit
habilities as to whieh sueh reeognition has been seecorded;
and sueh new bank shall assame such insured deposit Labili-
ties and shall in other respeets comply with the provistons
of this subseetion respeeting new banks organized to assume
msred depostt HobiliHes of elosed nntionsd banks:  Tnsobr
as pessible in view of the applieable provisions of State law;
the Corporation shall proceed svith respeet to the reeeiver of
steh elosed bank and with respeet to the new bank organized
to asstmme its insured depestt liabilities in the manner pre-
seribed by this subseetion with respeet to elosed national
banks and new banks organized to assume their insured
none of the powers; duties; or respensibilities of & recetver
with respeet to the windng up of the affairs of such elosed
State bank: The Corporation; in s diseretion; however;
may purehase and Leuidate any or all of the assets of saeh
batle

Federal Reserve Bank of St. Louis



® W =~ S Otk W N

NN NN N = = e e e e e e
B W N = O W =~ S Ut Bk W N = O

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

67

anee aeeount of the Corporation shall equal or exeeed one
fourth of T per eentum of the total deposit liabilities of all
elass A stoekholders as of the date of the last preceding eall
report; the Corporation shall levy upen sueh stoekholders
an assessment equal to one forrth of 1 per ecentum of their
total deposit liabilities and shall eredit the amount eolleeted
from sueh assessment to such deposit insaranee aceount: No
bank whieh is & holder of elass A stoek shall pay any divi-
dends until ol assessments levied upon # by the Corpeoration
shall have been paid in full; and any direetor or officer of
any sach bank who partieipates in the deelaration or pay-
ment of any sach dividend may; apon eonvietion; be fined
not more than $15000; or #mprisened for not more than one
year; or both:

The termn “reeeiver— as used in this seetion shall
mean & reeeiver; hquidating agent; or conservator of o
national bank; and & reeeiver; lhquidating agent; eonserva-
tor; eommrission; personm; or other ageney eharged by State
low avith the respensibility and the duty of winding up the
affairs of an msolvent State member bank:

For the purpeses of thiv seetion onlyy the term
“national bank? shall inelude all national banking asseeia-
tions and sl banks; banking assoeintions; trust eompanies;

Federal Reserve Bank of St. Louis
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savings banks; and other banking institutions loeated i the
Pistriet of Columbin whieh are members of the Federal
Reserve System and the term ° State member bank > shall
nelade all State banks; bankine associations; trast ecompea-
nies; savings banks; and other banking institutions organized
under the laws of any State; which are members of the
Federal Reserve Systems

T any deterntnation of the instred depesit Linbilities
of any elosed bank or of the total deposit habilities of any
bank whieh is & holder of elass A stoek of the Corporation;
for the purpeses of this subseetion; there shall be exeluded
the amounts of all depesits of sueh bank whieh are payable
only at an offiee thereof loeated in o foreign eountry-

The Ceorporation may make saeh rules; regulations;
and eontracts as it may deem necessary in order to earry
ottt the provisions of this seetion:

Money of the Corporation not otherwise employed
shall be mrvested in seeurities of the Government of the
Hrtted States; except that for temporney periods; i the
diseretion of the board of directors; funds of the Cerporation
may be deposited in any Federal Reserve bank or with the
Treasarer of the United States: When designated for that
purpose by the Seeretary of the Treasury; the Corporation
shall be o deposttary of pablie moneys; exeept reeeipts from
customs; under sueh regulations as mey be preseribed by

Federal Reserve Bank of St. Louis
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the said Seeretary; and may also be employed as a finaneial
agent of the Government: It shall perform all such reason
agesnt of the Government as may be required of it:

b} Nothing herein contained shall be econstraed to
prevent the Corperstion from meking leans te nationsl
banks elosed by aetion of the Comptroller of the Curreney;
or by vote of their direetors; or to State barks elosed by
setion of the approprinte State authorities; or by vote of
their direetors; or from entering ibto negoetiations to seeure
the reopenine of sueh banks:

{6} Reeetvers or liquidators of State banks whieh
are ROw oF muy hereafter beecome inselvent or suspended
shetl be entitled to offer the assets of sueh banks for sale
to the Corporation or as security for loans from the Cor-
poration; wpon reeeiving permission from the appropriate
State law in the ease of State banks; or frem the Comp-
troller of the Curreney in the ease of national banks: The
proeeeds of every such sale or loan shall be utilized for the
ized from the liquidation of the assets of saeh banks: The
Comptroller of the Curreney may; in his diseretion; pay
dividends on proved elaims at any time after the expiration
of the period of advertisement made parsaant to seetion 5236

Federal Reserve Bank of St. Louis
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of the Revised Statutes; and no liability shall attach to the
Comptroller of the Currency or to the reeeiver of any
aational bank by reason of any such payment for failure to
pay dividends to a elaimant whese elaim is not proved at
the time of any saeh payment:

{d) The Corperation is suthorized and empewered
to issue and to have outstanding at any one tine in an
arnount aggregating not more than three times the ameunt
of its eapital; its notes; debentures; bonds; or other sueh obli-
gations; to be redeemable at the option of the Corporation
before maturity in saeh menner as wmay be stipulated in
sueh obligations; and to bear sueh rate or rates of interest;
and to mature at such Hime or times as may be determined
sell on o disconnt basis short-term eobligations payable at
matarity without interest: The notes; debentures; bonds;
and eother sueh obligations of the Corperation may be
seetired by assets of the Corporation in sueh menner as
shall be preseribed by its beard of direeters: Sueh obliga-
ttons muy be offered for sale at saelr priece or priees as the

{e AH notess debentnres; bondss or other sach bl
gations issted by the Corporation shall be exempt; beoth
as to prineipal and interest; from all taxation -{exeept estate
and inheritenee taxes)} now or herenfter wmpeosed by the

Federal Reserve Bank of St. Louis
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Eaited States; by any Territorss dependeney; or pessession
thereot; or by any: State; eotnty; mundeipalitys or loeal taxing
authority:  The Corporation; nelading s franchise; its eapi-
tak; reserves; and sarphis; and is meonte; shall be exempt
from all taxation now or hereafter mpoesed by the Hnited
States; by any Ferritory; dependeney; or possession thereof
or by any State; connty; munteipality; or loeal taxing author-
ity exeept that any real property of the Gorporation shall be
subjeet to State; Territorial; county; munieipal; or loeal tax-
ation to the same extent necording to its valte as other resl
property is taxed:

4 T erder that the Corporstion mny be supphed
the Seeretary of the Treasury i anthorized to prepare sueh
to be held in the Freaswry subjeet to delivery; apon erder
of the Eorpoentiorr Fhe envraved plates; diess bed pieces;
ard other materitd executed i conneetion therewith shall
The Corporation shal retmburse the Seeretary of the Treas
wey for any expenses inearred in the preparation; eustody;
obligations:

Federal Reserve Bank of St. Louis
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1 {e} The Corporation shall annuslly make & report of
2  its operations to the Congress as seen as praetieable after
3 the 1st day of January in each year:

4 +h) Whoewver; for the purpese of obtaining any loan
5 frem the Corporation; of any extension or renewsl thereof;
6 or the aeceeptanee; release; or substitution of seeurtty therefor;
7 or for the purpese of inducing the Corporation to purehase
8 any assets; or for the purpese of influeneing in any way
9 the action of the Corporation under this seetion; makes any
10 statement; knowing it to be fulse; o willfully overvalues any
11 seeurity; shall be punished by & fine of not more than $5;000;
12 or by imprisonment for not more than two years; or boths
13

{5 Wheever 1) falsely mokes; forees; or ecounter-
14 feits any oblioation or cotpon; in Hniation of of purporting
15  to be an obligation or coupon issted by the Corperation; or
16 {2} passes; utters; or publishes; or nttemptls to pass; utter;
1T or publish; any {alse; forged; or counterfeited obligation or
18  eonpon purperting to have been iwswed by the Corporations
19 knowing the same to be false; forged; or counterfeited; or
20 {3} felsely: alters any obligation or coupen issued or pur
21 perting to have been issued by the Corperation; or 4}
passes; wtters; of publishes; of attempts to pass; utter; o
23 publish; as true; any falsely altered or spurious oblication
24 or eoupon; issned or purperting to have been isswed by the
25 - Corporation; knowing the same to be falsely altered or
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spurious; shall be punished by o fine of not more than
$16,000; or by umprisonment for not more than five years
ot both:

) Whoeever; being conneeted in any eapuetts with
the Corporation; {1} embezzles; abstraets; purloins; or
willfully misapphes any moneys; funds; seeurities; or other
things of valwe; whether belongine to # or pledged; or
otherwise intrusted to i; or {2} with intent to defraud the
Corporation or any other body; pelitie or eorporate; or an¥v
individunl; or to deceive any ofheer; anditor; or exam-
iner of -the Corperation; makes any false entry in any
boels report; or statement of or te the Ceorporation; or
without being duly authorized draws any order or issaes;
prts forth; oF assiens any note; debenttre; bonds or other
sweh obligntion; or draft; bl of exchange; mortenee; jude-
ment; or deeree thereof; shall be punished by a fine of not
five years; o both:

Ho No individaal; asseeintion; partnership; or eorpe-
ration shall use the words = Federal Bank Deposit Tnsurance
Corporation = of # eombination of any three of these five
words, as the name or & part thereof under whiek he or it
shall do business: No individaal; assoeintion; parthership;
or eorporation shall advertise or otherwise represent falsely
by any deviee whatseever that his er its depesit habilities

Federal Reserve Bank of St. Louis
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are insured or im anywise gharanteed by the Federal Bank
Deposit Insuranee Corporation; er by the Government
of the United States; or by any instramentality thereofs
and no elass A stoekholder of the Federal Bank Deposit
Insuranee Corporation shall advertise or otherwise repre-
sent falsely by any deviee whaiseever to extent to whieh
or the manner in wwhich ity depesit Liabilites are insured
by the Federal Bank Deposit Insuranee Corporation:
Every individunl; partnership; esseciation; er eorperations
violating this subdivision shell be punished by a fine of not
exeeeding $1:000; or by imprisonment not exceeding one
year; or both:

() The provisions of seetions 112 143 114, 115,
136; and 17 of the Criminal Gode of the Hnited States
{565 title 18; eh: b; sees: 202 to 207 inelusive)s in-
sofar as appheable; are extended to apply to contraets or
agreernents with the Corporation under this seetion; whieh for
the purposes hereof shall be held to include loans; advanees;
extensions; and repewals %hefeef—, and aeeeptances; releases;
and substitations of seearity therefor; purehases or sales of
assets; and all eontraets and agreements pertaining to the
SAFRe

+{m) The Seeret Serviee Division of the Treasury
Departinent is anthorized to deteet; arrest; and deliver into
the eastody of the United States marshal having jurisdietion

Federal Reserve Bank of St. Louis
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any person eommitting any of the offenses punisheble under
this seetion

Sre: 307 No member bank of the Federal Reserve
Systern shall; after the date of enaetment of this Aet; and no
State bank or trust company; not a member bank; shall;
afber ¥ has become entitled to participation in the benefits
of this title; pay interest at & greater rate than 3 per eentum
per annum with respeet to any time depesit {as defined in
seetion 19 of the Federal Reserve Aet; as amended) made
in sueh bank:

Sme. 308, Section 9 of the Act entitled “An Aet to
establish postal savings depesitories for depositing savings at
thereof; and for other purposes 5 approved June 25; 191405
as amended (H-S:05 title 39; see: 759); is amended by
striking out the period at the end thereof and inserting in
Lewn thereof & colon and the following: “Provided; That no
deposits as are msured wnder title HI of the Banking Aet
of 1933-

Ste: 309 A national bank; reserve bank; or other mem-
ber bank as defined by seetion 1 of title I of this Aet; or any
respeet tnder the provisions of this Hitle; or any emplovee of
any such bank; shall not either diveetly or indireetly aet as

Federal Reserve Bank of St. Louis
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an agent or broker for any partnership; asseeiation; or eer-
peration engaged in the business of writing or selling any
form of msuranee: Any individual; pattnership; associntion;
or eorporation violating this seetion of this Aet shall be guilty
of & misdemennor and shall be punished by & fine not ex
cceding $1;000 or hmprisenment not exeeeding one yeoar;
or both

SEe: 310. Terms used in this title shall have the mean-
ing assiened to saeh terms under the Federal Reserve Aet; as
amnended (B-S:65; title 12; eh: 3 Supp. VI title 12; eh: 3)-

Sue: 31 The forepoing provisiens of this fitle shall
take effeet at sueh time as the President by proclamstion
deelares that saeh surveys have been made as he finds nee-
essary for the proper exeention of saeh provisions; but in ne
event shall sueh provisions teke effeet later than one year
after the ennetment of this Aet:

SEe: 312 The right to alter; amend; or repeal this Aet
is hereby expressly reserved: I any provision of this Aet;
or the applieation thereof to apy person or eireumstanees;
is held invelid; the remninder of the Aet; and the apph-
ention of sueh provision to other persens er eirewmstances;
shall not be affected thereby:

That the short title of this Act shall be the “ Banking Act
of 1933.”

Federal Reserve Bank of St. Louis



W W I O Ot o W N -

T
G N = O

14
15
16
17
18
19
20
21
22

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

7

SEc. 2. As used in this Act and in any provision of
law amended by this Act—

(a) The terms “ banks”, ““ national bank”, “ national
banking association”, * member bank”, ‘‘board”, “ dis-
trict ”, and ‘‘ reserve bank ” shall have the meanings assigned
to them in section 1 of the Federal Reserve Act, as amended.

(b) Except where otherwise specifically provided, the
term * affiliate  shall include any corporation, business trust,
association, or other similar organization—

(1) Of which a member bank, direcily or indirectly,
owns or controls either a majority of the voting shares or more
than 50 per centum of the number of shares voted for the
election of its directors, trustees, or other persons exercising
simalar functions at the preceding election, or controls in any
manner the election of a majority of its directors, trustees, or
other persons exercising sumilar functions; or

(2) Of which control is held, directly or indirectly,
through stock ownership or in any other manner, by the share-
holders of a member bank who own or control either a majority
of the shares of such bank or more than 50 per centum of the
number of shares voted for the election of directors of such
bank at the preceding election, or by trustees for the benefit

of the shareholders of any such bank; or

Federal Reserve Bank of St. Louis
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(3) Of which a majority of its directors, lrustees, or
other persons exercising similar functions are directors of any
one member bank.

(c) The term ““ holding company affiliate” shall include
any corporation, business trust, association, or other simailar
organization—

(1) Which owns or controls, directly or indirectly,
either a majority of the shares of capital stock of a member
bank or more than 50 per centum of the number of shares
voted for the election of directors of any one bank at the
preceding election, or controls in any manner the election
of a majority of the directors of any one bank; or

(2) For the benefit of whose shareholders or members
all or substantially all the capital stock of a member bank
is held by trustees.

Sec. 3 (a) The fourth paragraph after paragraph
“ Highth ' of section 4 of the Federal Reserve Act, as
amended, is amended to read as follows:

“Said board of directors shall administer the ajffairs
of said bank fairly and impartially and without discrimina-
tion wn favor of or against any member bank or banks and
may, subject to the provisions of law and the orders of
the Federal Reserve Board, extend to eacﬁ member bank
such discounts, advancements, and accommodations as may

be safely and reasonably made with due regard for the

Federal Reserve Bank of St. Louis
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clavms and demands of other member banks, the mainte-
nance of sound credit conditions, and the accommodation of
commerce, wmdustry, and agriculture. The Federal Reserve
Board may prescribe requlations further defining within the
limitations of this Act the conditions under which discounts,
advancements, and the accommodations may be extended to
member banks. Each [Federal reserve bank shall keep
wself informed of the general character and amount of the
loans and investments of its member banks with a view to
ascertaining whether undue use s being made of bank credit
for the speculative carrying of or trading in securities, real
estate, or commodities, or for any other purpose inconsist-
ent with the maintenance of sound credit conditions; and,
in determining whether to grant or refuse advances, redis-
counts or other credit accommodations, the Federal reserve
bank shall give consideration to such information. The
chairman of the Federal reserve bank shall report to the
Federal Reserve Board any such undue use of bank credit
by any member bank, together with his recommendation.
Whenever, in the judgment of the Federal Reserve Board,
any member bank is making such undue use of bank credit,
the Board may, in its discretion, after reasonable notice and
an opportunity for a hearing, suspend such bank from the use

of the credit facilities of the Federal Reserve System and

Federal Reserve Bank of St. Louis
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may terminate such suspension or may renew it from time
to time.”

(b) The paragraph of section 4 of the Federal Reserve
Act, as amended, which commences with the words *‘The
Federal Reserve Board shall classify ” is amended by insert-
ing before the period at the end thereof a colon and the
following: “ Provided, That whenever any two or more
member banks within the same Federal Reserve district are
affiliated with the same holding company affiliate, participa-
tion by such member banks in any such nomination or
election shall be confined to one of such banks, which may
be designated for the purpose bu such holding company
affiliate.”

Skec. 4. The first paragraph of section 7 of the Federal
Reserve Act, as amended, 1s amended, effective July 1,
1932, to read as follows:

“After all necessary expenses of a Federal Reserve bank
shall have been paid or provided for, the stockholders shall
be entitled to recewe an annual dwidend of 6 per centum on
the paid-in capital stock, which dividend shall be cumulative.
After the aforesaid dividend clavms have been fully met,
the net earnings shall be paid into the surplus fund of the
Federal Reserve bank.”

Sec. 5. (a) The first paragraph of section 9 of the

Federal Reserve Act, as amended, is amended by inserting

Federal Reserve Bank of St. Louis
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immediately after the words * United States” a comma

1

o and the following: “including Morris Plan banks and

g other incorporaled banking institutions engaged in similar

4 business.”

5 (b) The second paragraph of section 9 of the Ied-

¢ eral Reserve Act, as amended, s amended by adding

7 at the end thereof the following: ** Provided, however, That

] mothing herein contained shall prevent any State member

9 bank from establishing and operating branches in the United
10 States or any dependency or insular possession thereof or in
11 any foreign country, on the same terms and conditions and
12 subject to the same limitations and restrictions as are appli-
13 cable to the establishment of branches by national banks.”
14 (¢) Section 9 of the Federal Reserve Act, as amended,
15 s further amended by adding at the end thereof the following
16 new paragraphs:
17 “Any mutual savings bank having no capital stock (and
18 any other banking institution the capital of which consists of
19 weekly or other time deposits which are segregated from all
20 other deposits and are regarded as capital stock for the pur-
21 poses of taxation and the declaration of dividends), but
22  having surplus and undivided profits not less than the amount
23 of capital required for the organization of a national bank
24  in the same place, may apply for and be admitted to member-

H. R. 5661——6
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ship in the Federal Reserve System in the same manner and
subject to the same provisions of law as State banks and trust
companies, except that such savings bank shall subscribe for
capital stock of the Federal Reserve bank in an amount equal
to siz-tenths of 1 per centum of its total deposit liabilities as
shown by the most recent report of examination of such
savings bank preceding its admission to membership. There-
after such subscription shall be adjusted semiannually on the
same percentage basis in accordance with rules and regula-
tions prescribed by the Federal Reserve Board. If any
mutual savings bank applying for membership is not per-
matted by the laws under which it was organized to purchase
stock in a Federal reserve bank, it shall, upon admission to
the system, deposit with the Federal reserve bank an amount
equal to the amount which it would have been required to
pay in on account of a subscription to capital stock. There-
after such deposit shall be adjusted semiannually in the same
manner as subscriptions for stock. Such deposit shall be
subject to the same conditions with respect to repayment as
amounts paid upon subscriptions to capital stock by other
member banks and the Federal reserve bank shall pay inter-
est thereon at the same rate as diwvidends are actually paid
on oulstanding shares of stock of such I'ederal reserve bank.
If the laws under which such savings bank was organized be

amended so as to authorize mutual savings banks to subscribe

Federal Reserve Bank of St. Louis
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for Federal reserve bank stock such savings bank shall there-
upon subscribe for the appropriate amount of stock in the
Federal reserve bank, and the deposit hereinbefore provided
for in liew of payment wpon capilal stock shall be applied
upon such subscription. If the laws under which such sav-
ings bank was organized be not amended at the next session
of the legislature following the admission of such savings
bank to membership so as to authorize mutual savings banks
to purchase I'ederal reserve bank stock, or if such laws be so
amended and such bank fail within siz months thereafter to
purchase such stock, all of its rights and privileges as a
member bank shall be forfeited and its membership in the
Federal Reserve System shall be terminated in the manner
prescribed elsewhere in this section with respect to State
banks and trust companies. Each mulual savings bank shall
comply with all the provisions of law applicable to State
member banks and trust companies, with the regulations of
the Federal Reserve Board and with the conditions of
membership prescribed for such savings bank at the time of
admission to membership, except as otherwise hereinbefore
provided with respect to capital stock.

“ Each bank admitted to membership under this section
shall obtain from each of ils affiliates other tham member
banks and furnish to the Federal reserve bank of its district

and to the Federal Reserve Board not less than three reports

Federal Reserve Bank of St. Louis
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during each year. Such reports shall be in such form as
the Federal Reserve Board may prescribe, shall be verified
by the oath or affirmation of the president or such other
officer as may be designated by the board of directors of such
affiliate to verify such reports, and shall disclose the infor-
mation hereinafter provided for as of dates identical
with those fized by the Federal Reserve Board for
reports of the condition of the affiliated member bank.
Each such report of an affiliate shall be transmitted as
herein provided at the same lime as the corresponding
report of the affiliated member bank, evcept that the Fed-
eral Reserve Board may, in its discretion, extend such time
for good cause shown. FEach such report shall contain such
information as in the judgment of the Federal Reserve
Board shall be necessary to disclose fully the relations between
such affiliate and such bank and to enable the Board to inform
itself as to the effect of such relations wpon the affairs of such
bank. The reports of such affiliates shall be published by the
bank under the same conditions as govern its own condition
reports.

“Any such affiliated member bank may be required to
obtain from any such affiliate such additional reports as in
the opinion of its Federal reserve bank or the Federal Reserve
Board may be necessary in order to obtain a full and

complete knowledge of the condition of the affiliated member

Federal Reserve Bank of St. Louis



O O S Ot s W N -

[\ SR (R L e e e e e e e e T
W D = OO W N O W NN =D

24

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

85
bank. Such additional vreports shall be lransmitted to the
Federal reserve bank and the Federal Reserve Board and
shall be m such form as the Federal Reserve Board may
prescribe.

“Any such affiliated member bank which fails to
obtain from any of its affiliates and furnish any report
provided for by the two preceding paragraphs of this section
shall be subject to a penalty of $100 for each day during
which such failure continues, which, by direction of the
Federal Reserve Board, may be collected, by suit or other-
wise, by the Federal reserve bank of the district in which
such member bank s located. For the purposes of this
paragraph and the two preceding paragraphs of this section,
the term  affiliate” shall include holding company affiliates
as well as other affiliates.

“ State member banks shall be subject to the same
limitations and conditions with respect to the purchasing,
selling, underwriting, and holding of investment securities
and stock as are applicable in the case of national banks
under paragraph ‘ Seventh’ of section 5136 of the Revised
Statutes, as amended.

“After one year from the date of the enactment of
the Banking Act of 1933, no certificate representing the
stock of any State member bank shall represent the stock

of any other corporation, except a member bank or a corpo-

Federal Reserve Bank of St. Louis
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ration existing on the date this paragraph takes effect en-
gaged solely in holding the bank premises of such State
member bank, nor shall the ownership, sale, or transfer of
any certificate representing the stock of any such bank be
conditioned in any manner whatsoever upon the ownership,
sale, or transfer of a certificate representing the stock of any
other corporation, except a member bank.

“Lach State member bank affiliated with a holding
company affiliate shall obtain from such holding company
affiliate, within such time as the Federal Reserve Board shall
prescribe, an agreement that such holding company affiliate
shall be subject to the same conditions and limitations as are
applicable under section 5144 of the Revised Statutes, as
amended, in the case of holding company affiliates of national
banks. A copy of cach such agreement shall be filed with
the F'ederal Rescrve Board.  Upon the [ailure of o State
member bank affiliated with a holding company affiliate 1o
obtain such an agreement within the time so prescribed, the
Federal Reserve Board shall require such bank to surrender
its stock in the Iederal reserve bank and to forfeit all rights
and privileges of membership in the Federal Reserve System
as provided in this section. Whenever the Iederal Reserve
Board shall have revoked the voting permit of any such

holding company affiliate, the 'ederal Reserve Board may,

Federal Reserve Bank of St. Louis



ot o W N

© ® 2 &

10
11
12
13
14
15
16
17
18
19
20
21
22

24

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

87
in its discretion, require any or all State member banks
affiliated with such holding company affiliate to swrrender
their stock in the Federal reserve bank and to forfeit all
rights and privileges of membership in the Federal Reserve
System as provided n this section.

“In connection with examinations of State member
banks, exvaminers selected or approved by the Federal
Reserve Board shall make such examinatins of the affairs
of all affiliates of such banks as shall be necessary to disclose
fully the relations between such banks and their affiliates
and the effect of such relations upon the affairs of such banks.
The expense of examination of affiliates of any State member
bank may, in the discretion of the Federal Reserve Board,
be assessed against such bank and, when so assessed, shall
be paid by such bank. In the event of the refusal to give
any information requested in the course of the examinalion
of any such affiliate, or in the event of the refusal to permit
such examination, or in the event of the refusal to pay
any expense so assessed, the Federal Reserve Board may,
in its discretion, require any or all State member banks
affiliated with such affiliate to surrender their stock in the
Federal reserve bank and to forfeit all rights and privileges
of membership in the Federal Reserve System, as provided

i this section.”

Federal Reserve Bank of St. Louis
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Sec. 6. (a) The second paragraph of section 10 of
the Federal Rescrve et as amended, is amended to read
as follows:

“The Secretary of the Treusury and the (Comp-
troller of the Currency shall be ineligible  during  the
time they arve in officc and for two years thereafter to
hold any office, position, or employment in any member
bank. The appointive members of the Federal Reserve
Board shall be meligible during the tume they are wn office
and for two years thereafter to hold any office, position, or
employment i any member bank, except that this restric-
tion shall not apply to a member who has served the full
term for which he was appointed.  Upon the expiration of
the term of any appowntive member of the Federal Reserve
Board in office when this paragraph «s amended takes effect,
the President shall fix the term of the successor to such
member at not to exceed twelve years, as designated by the
President at the time of nomination, but in such manner as
to provide for the expiration of the term of not more than one
appointive member in any two-year period, and thereafter
each appointive member shall hold office for a term of twelve
years from the expiration of the term of his predecessor. Of
the six persons thus appointed, one shall be designated by
the President as governor and ome as vice governor of the

Federal Reserve Board.  The governor of the Federal

Federal Reserve Bank of St. Louis
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Reserve Board, subject to its supervision, shall be its active
executive officer. Fach member of the Federal Reserve
Board shall within fifteen days after notice of appointment
make and subscribe to the oath of office.”

(b) The fourth paragraph of section 10 of the Federal
Reserve Act, as amended, is amended to read as follows:

“ The principal offices of the Board shall be in the Dis-
trict of Columbia. At meetings of the Board the Secretary
of the Treasury shall preside as chairman, and, in his
absence, the governor shall preside. In the absence of
both the Secretary of the Treasury and the governor the
vice governor shall preside. In the absence of the Secre-
tary of the Treasury, the governor, and the vice governor
the Board shall elect a member to act as chairman pro
tempore. The Board shall determine and prescribe the
manner in which its obligations shall be incurred and
s disbursements and expenses allowed and paid, and may
leave on deposit in the Federal Reserve banks the proceeds of
assessments levied upon them to defray its estimated expenses
and the salaries of its members and employees, whose employ-
ment, compensation, leave, and erpenses shall be governed
solely by the provisions of this Act, specific amendments
thereof, and rules and regulations of the Board not inconsisi-
ent therewith; and funds derived from such assessments shall

not be construed to be (Government funds or appropriated

Federal Reserve Bank of St. Louis



H~ e [

24

oL N S

10
11
12
13

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

90

moneys. No member of the Federal Reserve Board shall be
an officer or director of any bank, banking institution, trust
company, or Federal Reserve bank or hold stock in any bank,
banking institution, or trust company; and before entering
upon his duties as a member of the Federal Reserve Board he
shall certify under oath that he has complied with this require-
ment, and such certification shall be filed with the secretary of
the Board. Whenever a vacancy shall occur, other than by
expiration of term, among the six members of the Federal
Reserve Board appointed by the President as above provided,
a successor shall be appointed by the President, by and with
the advice and consent of the Senate, to fill such vacancy,
and when appointed he shall hold office for the unexpired
term of his predecessor.”

Sec. 7. Paragraph (m) of section 11 of the Federal
Reserve Act, as amended, is amended to read as follows:

“(m) Upon the affirmative vole of not less than siz
of its members the Federal Reserve Board shall have power
to fix from time to time for cach Federal reserve district the
percentage of indiwidual bank capital and surplus which may
be represented by loans secured by stock or bond collateral
made by member banks within such district, but no such loan
shall be made by any such bank to any person in an amount
in excess of 10 per centum of the unimpaired capital and

surplus of such bank. Any percentage so fized by the Fed-

Federal Reserve Bank of St. Louis
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cral Reserve Board shall be subject to change from time to
time upon ten days’ notice, and it shall be the duty of the
Board to establish such percentages with a view lo prevent-
ing the undue use of bank loans for the speculative carrying
of securities. The Federal Reserve Board shall have power
lo direct any member bank to refrain from further increase
of its loans secured by stock or bond collateral for any period
up to one year under penalty of suspension of all rediscount
privileges at Federal reserve banks.”

SEec. 8. The Federal Reserve Act, as amended, is
amended by inserting between sections 12 and 18 thereof
the following new sections:

“Sec. 124. (a) There is hereby created a Federal
Open Market Committee (hereinafter referred to as the
 committee’ ), which shall consist of as many members as
there are Federal reserve districts. Fach Federal reserve
bank by its board of dirvectors shall annually select one
member of said committee. The meetings of said com-
mittee shall be held at Washington, District of Columbia,
at least four times each year, upon the call of the governor
of the Federal Reserve Board or at the request of any
three members of the commitice, and, in the discretion of
the Board, may be aitended by the members of the Board.

“(b) No Federal reserve bank shall engage in open-

market operations under section 14 of this Act except in
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accordance with regulations adopted by the Federal Reserve
Board. The Board shall consider, adopt, and transmit to
the committee and to the several Federal reserve banks
regulations relating to the open-market transactions of such
banks and the relations of the Federal Reserve System with
foreign central or other foreign banks.

“(c) The time, character, and volume of all purchases
and sales of paper described in section 14 of this Act as
eligible for open-market operations shall be governed with
a view to accommodating commerce and business and with
regard to their bearing upon the general credit situation of
the country.

“(d) If any Federal reserve bank shall decide not to
participate i open-market operations recommended and ap-
proved as provided in paragraph (b) hereof, it shall file
with the chairman of the commattee within thirty days a
nolice of its decision, and transmit a copy thereof to the
Federal Reserve Board.

“SEec. 12B. (a) There is hereby created a Federal
Bank Deposit Insurance Corporation (hereinafter referred
to as the * Corporation’ ), whose duty it shall be to purchase,
hold, and lLiquidate, as hereinafter provided, the assets of
national banks which have been closed by action of the
Comptroller of the Currency, or by wvote of thewr directors,

and the assets of State member banks which have been closed

Federal Reserve Bank of St. Louis
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by action of the appropriate State authorities, or by wvote
of their directors; and on and after July 1, 1934, to insure,
as hereinafter provided, the time and demand deposits of
«ll member banks which shall have become class A stock-
holders of the Corporation.

“(b) The management of the Corporation shall be
vested in a board of directors consisting of five members,
one of whom shall be.the Comptroller of the Currency, one
a member of the Federal Reserve Board designated by the
Board for the purpose, and three selected annually by the
governors of the twelve Federal reserve banks under such
procedure as may be prescribed by the Federal Reserve
Board. No member of such board of directors shall receiwe
any additional compensation for his services as such member.

“(¢c) There is hereby authorized to be appropriated,
out of any money in the Treasury not otherwise appropriated,
the sum of $150,000,000, which shall be available
for payment by the Secretary of the Treasury for capital
stock of the Corporation in an equal amount, which shall
be subscribed for by him on behalf of the United States.
Payments upon such subscription shall be subject to call in
whole or in part by the board of directors of the Corporation.
Such stock shall be in addition to the amount of capital stock
required to be subscribed for by Federal reserve banks and

member banks as hereinafter provided, and the United States

Federal Reserve Bank of St. Louis
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shall be entitled to the payment of dividends on such stock
to the same extent as member banks are entitled to such pay-
ment on the class A stock of the Corporation held by them.
Receipts for payments by the United States for or on account
of such stock shall be issued by the Corporation to the Secre-
tary of the Treasury and shall be evidence of the stock
ownership of the United States.

“(d) The capital stock of the Corporation shall be
divided into shares of $100 each. Certiﬁcates of stock of
the Corporation shall be of two classes—class A and class B.
Class A stock shall be held by member banks only and they
shall be entitled to payment of dividends out of net earnings
at the rate of 6 per centum per annum on the capital stock
paid in by them, which dividends shall be cumulative, or
to the extent of 30 per centum of such net earmings in any
one year, whichever amount shall be the greater, but such
stock shall have no vote at meetings of stockholders. Class
B stock shall be held by Federal reserve banks only and
shall not be entitled to the payment of dividends. Every
Federal reserve bank shall subscribe to shares of class B
stock in the Corporation to an amount equal to one half
of the surplus of such bank on January 1, 1933, and its
subscriptions shall be accompanied by a certified check pay-
able to the Corporation in an amount equal to one half of

such subscription. The remainder of such subscription shall
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be subject to call from time to time by the board of directors
upon ninety days mnotice.

“(e) Every bank which is or which becomes a member
of the Federal Reserve System on or before July 1, 1934,
shall take all steps mecessary to enable it to become a class
A stockholder of the Corporation on or before July 1, 1934;
and thereafter no State bank shall be admitted to member-
ship in the Federal Reserve System until it becomes a
class A stockholder of the Corporation, no national bank
i the continental United States shall be granted a certificate
by the Comptroller of the Currency authorizing it to com-
mence the business of banking until it becomes a member
of the Federal Reserve System and a class A stockholder
of the Corporation, and no national bank in the continental
United States for which a receiver or conservator has been
appointed shall be permitted to resume the transaction of
s banking business until it becomes a class A stockholder
of the Corporation. Every member bank shall apply to
the Corporation for class A stock of the Corporation in an
amount equal to one half of 1 per centum of s total deposit
liabilities as computed in accordance with regulations pre-
scribed by the Federal Reserve Board; except that in the
case of a member bank organized after the date this sec-
tion takes effect, the amount of such class A stock applied

for by such member bank during the first twelve months
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after its organization shell equal 5 per centum of its
paid-up capital and surplus, and beginning after the expi-
ration of such twelve months’ period the amount of such
class A stock of such member bank shall be adjusted
annually in the same manner as in the case of other
member banks. Upon receipt of such application the
Corporation shall request the Federal Reserve Board, in
the case of a member State bank, or the Comptroller of the
'wrrency, i the case of a national bank, to certify wpon
the basis of a thorough examination of such bank whether or
not the assets of the applying bank are unquestionably ade-
quate to enable it to meet all of its liabilities to depositors
and other creditors; and the Federal Reserve Board or
the Comptroller of the Currency shall make such certification
as soon as practicable.  1f such certification be in the affirm-
atwe, the Corporation shall grant such application and the
applying bank shall pay one half of its subscription wn full
and shall thereupon become a class A stockholder of the
Corporation: Provided, That no member bank shall be
required to make such payment or shall become a class A
stockholder of the Corporation before July 1, 1934. The
remainder of such subscription shall be subject to call from
time to time by the board of directors of the Corporation.
If such certification be in the negaiive, the Corporation shall

deny such application. If any national bank shall not have

Federal Reserve Bank of St. Louis



®© WO I & Ot e W N -

[ Y
= O

13
14
15
16
17
18
19
20
21
22
23
24

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

97

become a class A stockholder of the Corporation on or before
July 1, 1934, the Comptroller of the Currency shall appoint
a receiver or conservator therefor in accordance with the pro-
visions of existing law. If any State member bank shall
not have become a class A stockholder of the Corporation
on or before July 1, 1934, the Federal Reserve Board shall
terminate its membership in the Federal Reserve System in
accordance with the provisions of section 9 of this Act.

“(f) Any State bank or trust company which has ap-
plied for membership in the Federal Reserve System or for
conversion into a national banking association may, with the
consent of the Corporation, obtain the benefits of this sec-
tion, pending action on such application, by subscribing and
paying for the same amount of stock of the Corporation as
it would be required to subscribe and pay for wpon becom-
ing a member bank. Thereupon the provisions of this sec-
tion applicable to member banks shall be applicable to such
State bank or trust company to the same extent as if it
were already a member bank: Provided, That if the appli-
cation of such State bank or trust company for membership
in the Federal Reserve System or for conversion into a
national banking association be approved and it shall not
complete its membership in the Federal Reserve System or

its conversion into a malional banking association within a

H. R. 5661——7
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1 reasonable time, or if such application shall be disapproved,
2 then the amount paid by such bank or trust company on
3 account of its subscription to the capital stock of the Corpo-
4 ration shall be repaid to it and it shall no longer be subject
5 to the provisions or entitled to the privileges of this section.
6 “(g) If any mutual savings bank which hereafter be-
7 comes a member of the Federal Beserve System is not per-
8 mitted by the laws under which it was organized to purchase
9 stock in the Corporation, it shall apply to the Corporation
10 for admission to the benefits of this section and, if such
11  application be granted after appropriate certification in
12  accordance with this section, it shall deposit with the Cor-
13  poration an amount equal to the amount which it would have
14 been required to pay in on account of a subscription to
15 capital stock of the Corporation. Thereafter such deposit
16 shall be adjusted in the same manner as subscriptions for
17 stock by class A stockholders. Such deposit shall be subject
18 to the same conditions with respect to repayment as amounts
19 paid on subscriptions to class A stock by other member banks
20 and the Corporation shall pay interest thereon at the same
21 rate as dwidends are actually paid on autstanding shares
22  of class A stock. As long as such deposit is maintained
238  with the Corporation, such mutual savings bank shall, for
24  the purposes of this section, be deemed to be a class A stock-
25  holder of the Corporation. If the laws under which such
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savings bank was organized be amended so as to authorize
mutual savings banks to subscribe for class A stock of the

Corporation, such savings bank shall within siz months

thereafter subscribe for an appropriate amount of such
class A stock and the deposit hereinafter provided for in liew
of payment upon class A stock shall be applied wpon such
subscription. If the law wnder which such savings bank
was organized be not amended at the next session of the
legislature following the admission of such savings bank
to the benefits of this section so as to authorize mutual savings
banks to purchase class A stock, or, if the law be so amended
and such bank shall fail within six months thereafter to
purchase such class A stock, the deposit previously made
with the Corporation shall be returned to such savings bank
and it shall no longer be entitled to the benefits of this section,
unless it shall have been closed wn the meantime on account
of inability to meet the demands of its depositors.

“(h) The amount of the outstanding class A stock
of the Corporation held by member banks shall be annually
adjusted as hereinafter provided as of the last preceding
call date as member banks increase their. time and demand
deposits or as addilional banks become members or sub-
scribe to the stock of the Corporation, and such stock may be
decreased in amount as member banks reduce -their time

and demand deposils or cease to be members. Shares of

Federal Reserve Bank of St. Louis
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the capital stock of the Corporation owned by member
banks shall not be transferred or hypothecated. When a
member bank increases its time and demand deposits it
shall, at the beginning of each calendar year, subscribe
for an additional amount of capital stock of the Corporation
equal to one half of 1 per centum of such increase in de-
posits.  One half of the amount of such additional stock shall
be paid for at the time of the subscription therefor, and the
balance shall be subject to call by the board of directors of
the Corporation. A bank organized on or before the date
this section takes effect and admitted to membership in the
Federal Reserve System at any time after the organization
of the Corporation shall be required to subscribe for an
amount of class A capital stock equal to one half of 1 per
centum of the time and demand deposits of the appli-
cant bank as of the date of such admission, paying there-
for its par value plus one half of 1 per centum a month
from the period of the last dividend on the class A stock
of the Corporation. When a member bank reduces its
time and demand deposits it shall surrender, not later
than the 1st day of January thereafter, a proportionate
amount of its holdings in the capital stock of the Corporation,
and when a member bank voluntarily liquidates it shall sur-
render all its holdings of the capital stock of the Corporation

and be released from its stock subscription not previously
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called. The shares so surrendered shall be canceled and
the member bank shall recewe in payment therefor, under
regulations to be prescribed by the Federal Reserve Board,
a sum equal to its cash-paid subscriptions on the shares
surrendered and its proportionate share of dividends not to
exceed one half of 1 per centum a month, from the period
of the last dwidend on such stock, less any liability of such
member bank to the Corporation.

“(i) If any member bank shall be declared insolvent,
01 shall cease 1o be a member bank, the stock held by it in
the Corporation shall be canceled, without impairment of the
liability of such bank, and all cash-paid subscriptions on such
stock, with its proportionate share of dividends not to exceed
one half of 1 éyer centum ‘per month from the period of last
dividend on such stock shall be first applied to all debts of the
insolvent bank or the recetver thereof to the Corporation, and
the balance, if any, shall be paid to the recewer of the insolvent
bank.

“(7) Upon the date of enactment of the Banking Act of
1938, the Corporation shall become a body corporate and as
such shall have power—

“ First. To adopt and use a corporate seal.

“Second. To have succession until dissolved by an Act
of Congress.

“Third. To make contracts.

Federal Reserve Bank of St. Louis
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“ Fourth. To sue and be sued, complain and defend, in
any court of law or equily, State or Federal.

“ Fifth. To appoint by its board of directors such officers
and cemployees as are not otherwise provided for i this
section, to define their duties, fix their compensation,
require bonds of them and fix the penalty thereof, and to
dismiss at pleasure such officers or employees. Nothing in
this or any other Act shall be construed to prevent the
appointment and compensation as an officer or employee
of the Corporation of any officer or employee of the United
States in any board, commission, independent establishment,
or executiwe department thereof.

“ Siath. To prescribe by its board of directors, bylaws
not inconsistent with law, requlating the manner in which
its general business may be conducted, and the privileges
granted to it by law may be cxercised and enjoyed.

“ Scventh. To exercise by its board of directors, or duly
authorized officers or agents, all powers specifically granted

by the provisions of this section and such incidental powers

“as shall be necessary to carry out the powers so granted.

“(k) The board of dircctors shall adminisler the
affarrs of the Corporation fairly and impartially and without
discrimination in favor of or against any member bank or
banks and may, subject to the provisions of law, extend to

each national bank which is closed b;/ action of the Comp-.
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troller of the Currency, or by wvote of its directors, and to
each State member bank which is closed by action of the
appropriate State authorities, or by vote of its directors, such
accommodations as may be safely and reasonably made
with due regard for the claims and demands of other mem-
ber banks. The board of directors of the Corporation shall
determine and prescribe the manner in which its obligations
shall be incurred and its expenses allowed and paid. The
Corporation shall be entitled to the free use of the United
States mails in the same manner as the executive depari-
ments of the Government. The Corporation with the con-
sent of any Federal reserve bank or of any board, commis-
sion, independent establishment, or executive department
of the Government, including any field service thereof, may
avail itself of the use of infdrmation, services, and facilities
thercof in carrying out the provisions of this section.

“(1) Effective on and after July 1, 1934 (thus afford-
ing ample time for evamination and preparation), the
Corporation shall insure the time and demand deposits of
all member banks which are class A stockholders of the
Corporation as hereinafter prescribed. Notwithstanding
any other provision of law, whenever any national bank
which is a class A stockholder of the Corporation shall
have been closed by action of its board of directors or by

the Comptroller of the Currency, as the case may be, or
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1 account of inability to meet the demands of its depositors,
2 the Comptroller of the Currency shall appoint the Corpo-
3 ration receiver for such bank. As soon as possible there-
4 after the Corporation shall orgamize a mew national bank
5 to assume the insured deposit liabilities of such closed bank,
6 to receive mew deposits and otherwise to perform tempo-
7 rarily the functions provided for it in this paragraph. For
8 the purposes of this subsection, the term ‘insured deposit
9 liability’ shall mean with respect to the owner of any claim
10 arising out of a deposit liability of such closed bank the
11 following percentages of the net amount due to such
12 owner by such closed bank on account of deposit lia-
13 bilities: 100 per centum of such net amount not exceeding
14  $10,000; and 75 per centum of the amount, if any, by which
15  such net amount exceeds $10,000 but does not exceed $50,000;
16 and 50 per centum of the amount, if any, by which such net
17  amount exceeds $50,000: Provided, That, in determining the
18 amount due to such owner for the purpose of fixzing such per-
19  centage, there shall be added together all net amounts due to
20  such owner in the same capacity or the same right, on account
21  of deposits, regardless of whether such deposits be main-
22  tained mn his name or in the names of others for his benefit.
23 Ior the purposes of this subsection, the term °insured de-
24 posit habilities’ shall mean the aggregate amount of all
25 such insured deposit lLiabilities of such closed bank. The
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Corporation shall determine as expeditiously as possible the
net amounts due to depositors of the closed bank and shall
make available to the new bank an amount equal to the
insured deposit liabilities of such closed bank, whereupon
such new bank shall assume the insured deposit Lability of
such closed bank to each of its depositors, and the Corpora-
tion shall be subrogated to all rights against the closed bank
of the owners of such deposits and shall be entitled to receive
the same dwidends from the proceeds of the assets of such
closed bank as would have been payable to each such deposi-
tor until such dividends shall equal the insured deposit liabil-
ity to such depositor assumed by the new bank, whereupon
all further dividends shall be payable to such depositor. Of
the amount thus made available by the Corporation to the
new bank, such portion shall be paid to it in cash as may be
necessary to enable it to meet immediate cash demands and
the remainder shall be credited to it on the books of the Cor-
poration subject to withdrawal on demand and shall bear
interest at the rate of 3 per centum per annum until with-
drawn. The new bank may, with the approval of- the Cor-
poration, accept mnew deposits, which, together with all
amounts made available to the new bank by the Corporation,
shall be kept on hand in cash, invested in direct obligations
of the United States, or deposited with the Corporation or

with a Federal Reserve bank. Such new bank shall main-
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tain on deposit with the Federal Reserve bank of its district
the reserves required by law of member banks but shall not
be required to subscribe for stock of the I'ederal Ile-
serve bank until its own capital stock has been subscribed
and paid for in the manner hereinafter provided. The
articles of association and organization certificate of such
new bank may be evecuted by such representatives of the
Corporation as it may designate; the new bank shall not
be required to have any directors at the time of its organiza-
tion, but shall be managed by an executive officer to be desig-
nated by the Corporation; and no capital stock need be paid
in by the Corporation; but in other respects such bank shall
be organized in accordance with the existing provisions of
law relating to the organization of national banks; and,
until the requisite amount of capital stock for such bank has
been subscribed and paid for in the manner hereinafter pro-
vided, such bank shall transact no business except that
authorized by this subsection and such business as may be
incidental to its organization. When in the judgment of the
Corporation it is desirable to do ‘so, the Corporation shall
offer capital stock of the new bank for sale on such terms and
conditions as the Corporation shall deem advisable, in an
amount sufficient in the opinion of the Corporation to make
possible the conduct of the business of the new bank on a

sound basis, but in no event less than that required by section
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5138 of the Revised Statutes, as amended, for the organiza-
tion of a national bank in the place where such new bank is
located, giving the stockholders of the closed bank the first
opportunity to purchase such stock. Upon proof that an
adequate amount of capital stock of the new bank has been
subscribed and paid for in cash by subscribers satisfactory
to the Comptroller of the Currency, he shall issue to such
bank a certificate of authority to commence business and
thereafter it shall be managed by directors elected by its own
shareholders and may exercise all of the powers granted by
law to national banking associations. If an adequate amount
of capital for such new bank is not subscribed and paid in,
the Corporation may offer to transfer its business to any
other banking wnstitution in the same place which will take
over its assets, assume its liabilities, and pay to the Corpora-
tion for such business such amount as the Corporation may
deem adequate.  Unless the capital stock of the new bank is
sold or s assels acquired and its liabilities assumed by
another banking wnstilution, in the manner herein prescribed,
within two years from the date of ils organization, the Cor-
poration shall place the new bank in voluntary liquidation
and wind up s affairs. The Corporation shall open on its
books a deposit insurance account and, as soon as possible
after taking possession of any closed national bank, the Cor-

poration shall make an estimate of the amount which will
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be available from all sources for application wn satisfaction
of the portion of the claims of depositors to which it has been
subrogated and shall debit to such deposit insurance account
the excess, if any, of the amount made available by the Cor-
poration to the new bank for depositors over and above the
amount of such estimate. It shall be the duty of the Corpo-
ration to realize as rapidly as possible upon the assets of such
closed bank, having due regard to the condition of credit in
the district in which such closed bank s located; to enforce
the indwidual liability of the stockholders and directors
thereof; and to wind up the affairs of such closed bank in
conformity with the provisions of law relating to the liquida-
tion of closed national banks, except as herein otherwise pro-
vided, retaining for its own account such portion of the
amount realized from such liquidation as it shall be entitled
to receive on account of its subrogation to the claims of de-
positors and paying to depositors and other creditors the
amount available for distribution to them, after deducting
therefrom their share of the costs of the liquidation of the
closed bank. If the total amount realized by the Corpora-
tion on account of its subrogation to the claims of depositors
be less than the amount of the estimate hereinabove provided
for, the deposit insurance account shall be charged with the
deficiency and, if the total amount so realized shall exceed

the amount of such estimate, such account shall be credited
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with such excess. With respect to such closed national banks,
the Corporation shall have all the rights, powers, and privi-
leges now possessed by or hereafter given recewers of insol-
vent national banks and shall be subject to the obligations and
penalties not inconsistent with the provisions of this para-
graph to which such recewers are mnow or may hereafter
become subject.

“ Whenever any State member bank which s a class 4
stockholder of the Corporation shall have been closed by
action of its board of directors or by the appropriate State
auhority, as the case may be, on account of inability to
meet the demands of tls depositors, the Corporation shall
accept appointment as recewer thereof, if such appointment
be tendered by the appropriate State authority and be au-
thorized or permitted by State law. Thereupon the Cor-
poration shall organize a new national bank, in accordance
with the provisions of this subsection, to assume the insured
deposit liabilities of such closed State bank, to receive new
deposits and otherwise to perform temporarily the functions
provided for in this subsection. Upon satisfactory recogni-
tion of the right of the Corporation to receie dividends on
the same basis as in the case of a closed national bank under
this subsection, such recognition being accorded by State
law, by allowance of claims by the appropriate State au-

thority, by assignment of claims by depositors, or by any
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other effective method, the Corporation shall make available
to such new national bank, in the manner prescribed by this
subsection, an amount equal to the insured deposit liabilities
of such closed State bank; and the Corporation and such new
national bank shall perform all of the functions and duties
and shall have all the rights and prwileges with respect to
such State bank and the depositors thereof which are pre-

scribed by this subsection with respect to closed national banks

@ W I & Ot s~ W N =

holding class A stock in the Corporation: Provided, That
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the rights of depositors and other creditors of such State bank
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shall be determined in accordance with the applicable pro-
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visions of State law: And provided further, That, with
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respect to such State bank, the Corporation shall possess the
14 powers and privileges provided by State law with respect to
15 a recewer of such State bank, except insofar as the same
16 are in conflict with the provisions of this subsection.

17 “ Whenever any State member bank which is a class A
18  stockholder of the Corporation shall have been closed by action
19  of its board of directors or by the appropriate State authority,
%0 as the case may be, on account of inability to meet the demands
21 of ats depositors, and the applicable State law does not permait
22 the appointment of the Corporation as recewer of such bank,
23 the Corporation shall organize a new national bank, in
24 accordance with the provisions of this subsection, to assume

25  the insured deposit liabilities of such closed State bank, to
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recewe new deposits, and otherwise to perform temporarily
the functions provided for in this subsection. Upon satis-
factory recognition of the right of the Corporation to receive
dwidends on the same basis as in the case of a closed national
bank under this subsection, such recognition being accorded
by State law, by allowance of claims by the appropriate
State authority, by assignment of claims by depositors, or
by any other effective method, the Corporation shall make
available to such mew bank, in accordance with the pro-
visions of this subsection, the amount of insured deposit
liabilities as to which such recognition has been accorded;
and such new bank shall assume such insured deposit liabili-
ties and shall in other respects comply with the provisions
of this subsection respecting new banks organized to assume
insured deposit liabilities of closed national banks. Insofar
as possible in view of the applicable provisions of State law,
the Corporation shall proceed with respect to the receiver of
such closed bank and with respect to the new bank organized
to assume its insured deposit liabilities in the manner pre-
scribed by this subseclion with respect to closed national
banks and new banks organized to assume their insured
deposit lLiabilities, except that the Corporation shall have
none of the powers, duties, or responsibilities of a receier
with respect to the winding up of the affairs of such closed

State bank. The Corpovation, in its discretion, however,
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may purchase and liquidate any or all of the assets of such
bank.

“ Whenever the net debit balance of the deposit insur-
ance account of the Corporation shall equal or exceed one
fourth of 1 per centum of the total deposit liabilities of all
class A stockholders as of the date of the last preceding call
report, the Corporation shall levy upon such stockholders
an assessment equal to one fourth of 1 per centum of their
total deposit liabilities and shall credit the amount collected
from such assessment to such deposit insurance account. No
bank which is a holder of class A stock shall pay any divi-
dends until all assessments levied upon it by the Oorporation
shall have been paid in full; and any director or officer of
any such bank who participates in the declaration or pay-
ment of any such dividend may, upon conviction, be fined
not more than $1,000, or imprisoned for not more than one
year,‘ or both.

“ The term ‘ recetver’ as used in this sectioAn shall mean
a recewer, liqguidating agent, or conservator of a national
bank, and a recetver, liquidaling agent, conservator, commis-
sion, person, or other agency charged by State law with the
responsibility and the duty of winding up the affairs of an
insolvent State member bank.

“For the purposes of this section only, the term

‘ national bank’ shall iclude all national banking associa-

Federal Reserve Bank of St. Louis
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tions and all banks, banking associations, trust companies,
savings banks, and other banking institutions located in the
District of Columbia which are members of the Federal
Reserve System; and the term ‘ State member bank’ shall
include all State banks, banking associations, trust compa-
nies, savings banks, and other banking institutions organized
under the laws of any State, which are members of the
Federal Reserve System.

“In any determination of the insured deposit liabilities
of any closed bank or of the total deposit liabilities of any
bank which is a holder of class A stock of the Corporation,
for the purposes of this 'subsection, there shall be excluded
the amounts of all deposits of such bank which are payable
only at an office thereof located in a foreign country.

“The Corporation may make such rules, requlations,
and contracts as it may deem mecessary in order to carry out
the provisions of this section.

“Money of the Corporation not otherwise employed
shall be invested in securities of the Glovernment of the United
States, except that for temporary periods, in the discretion of
the board of directors, funds of the Corporation may be
deposited in any Federal reserve bank or with the Treasurer
of the United States. When designated for that purpose by
the Secretary of the Treasury, the Corporation shall be a

H. R. 5661——=8
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depositary of public moneys, except receipts from customs,
under such regulations as may be prescribed by the said
Secretary, and may also be employed as a financial agent
of the Government. [t shall perform all such reasonable
duties as depositary of public moneys and financial agent of
the Gfovernment as may be required of 1t.

“Um) Nothing herein contained shall be construed to
prevent the Corporation from making loans to national banks
closed by action of the Comptroller of the Currency, or by
vote of their directors, or to State member banks closed by
action of the appropriate State authorities, or by wvote of
their directors, or from entering into negotiations to secure
the reopening of such banks.

“(n) Recewers or liquidators of member banks which
are now or may hereafter become insolvent or suspended
shall be entitled to offer the assets of such banks for sale to
the Corporation or as security for loans from the Corpora-
tion, upon recewing permission from the appropriate State
authority in accordance with express provisions of State
law in the case of State member banks, or from the Comp-
troller of the Currency in the case of national banks. The
proceeds of every such sale or loan shall be utilized for the
same purposes and in the same manner as other funds real-

ized from the liquidation of the assets of such banks. The

Comptroller of the Currency may, in his discretion, pay
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1 dividends on proved claims at any time after the expiration
2  of the period of advertisement made pursuant to section 5235
8 of the Revised Statutes, and no liability shall attach to the
4 Comptroller of the Currency or to the recetver of any
5 mnational bank by reason of any such payment for failure to
6 pay dwidends to a claimant whose claim 1is not proved at
7 the time of any such payment.

8 “(o) The Corporation is authorized and empowered
9 to issue and to have outstanding at any one time in an
10 amount aggregating not more than twice the amount of
11 ats capital, its notes, debentures, bonds, or other such obli-
12 gations, to be redeemable at the option of the Corporation
13 before maturity in such manner as may be stipulated in
14 such obligations, and to bear such rate or rates of interest,
15 and to mature at such time or times as may be determined
16 by the Corporation: Provided, That the Corporation may
17 sell on a discount basis short-term obligations payable at
18 maturity without interest. The notes, debentures, bonds,
19 and other such obligations of the Corporation may be
20 secured by assets of the Corporation in such manner as
21 shall be prescribed by its board of directors. Such obliga-
22 tions may be offered for sale at such price or prices as the
23  corporation may determine.

24 “(p) Al notes, debentures, bonds, or other such obli-
25 gations issued by the Corporation shall be exempt, both
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as to principal and interest, from all taxation (except estate
and inheritance taxes) nmow or hereafter imposed by the
United States, by any Territory, dependency, or possession
thereof, or by any State, county, municipality, or local tazing
authority. The Corporation, including its franchise, its capi-
tal, reserves, and surplus, and its income, shall be exempt
from all taxation now or hereafter itmposed by the United
States, by any Territory, dependency, or possession thereof,
or by any State, county, municipality, or local taxing author-
ity, except that any real property of the Corporation shall be
subject to State, Territorial, county, municipal or local
taxation to the same extent according to its value as other
real property is taxed.

“(q) In order that the Corporation may be supplied
with such forms of motes, debentures, bonds, or other such
obligations as it may need for issuance under this Act, the
Secretary of the Treasury is authorized to prepare such
forms as shall be suitable and approved by the Corporation,
to be held in the Treasury subject to delivery, upon order
of the Corporation. The engraved plates, dies, bed pieces,
and other material executed in connection therewith shall
remain in the custody of the Secretary of the Treasury.
The Corporation shall reimburse the Secretary of the Treas-

ury for any expenses incurred in the preparation, custody,

Federal Reserve Bank of St. Louis
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and delivery of such notes, debentures, bonds, or other such
obligations.

“(r) The Corporation shall annually make a report
of its operations to the Congress as soon as practicable
after the 1st day of January in each year.

“(s) Whoever, for the purpose of obtaining any loan
from the Corporation, or any extension or renewal
thereof, or the acceptance, release, or substitution of security
therefor, or for the purpose of inducing the Corporation to
purchase any assets, or for the purpose of influencing in any
way the action of the Corporation under this section, makes
any statement, knowing it to be false, or willfully overvalues
any security, shall be punished by a fine of not more than
$5,000, or by imprisonment for not more than two years, or
both.

“(t) Whoever (1) falsely makes, forges, or counter-
feits any obligation or coupon, in imitation of or pur-
porting to be an obligation or coupon issued by the Cor-
poration, or (2) passes, utters, or publishes, or attempts
to pass, utter, or publish, any false, forged, or counterfeited
obligation or coupon purporting to have been issued by the
Corporation, knowing the same to be false, forged, or coun-
terfeited, or (3) falsely alters any obligation or coupon
issued or purporting to have been issued by the Corporation,

or (4) passes, utters, or publishes, or attempts to pass, utter,
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or publish, as true, any falsely altered or spurious obligation
or coupon, issued or purporting to have been issued by the
Corporation, knowing the same to be falsely altered or
spurious, shall be punished by a fine of not more than
$10,000, or by imprisonment for not more than five years,
or both.

“(u) Whoever, being connected in any capacity with
the Corporation, (1) embezzles, abstracts, purloins, or
willfully misapplies any moneys, funds, securities, or other
things of wvalue, whether belonging to it or pledged, or
otherwise wntrusted to it, or (2) with intent to defraud the
Corporation or any other body, politic or corporate, or
any wndiwidual, or to decewe any officer, auditor, or exam-
wner of the Corporation, makes any false entry wn any
book, report, or statement of or to the Corporation, or
without being duly authorized draws any order or issues,
puts forth, or assigns any note, debenture, bond, or other
such obligation, or draft, bill of exchange, mortgage, judg-
ment, or decree thereof, shall be punmished by a fine of not
more than $10,000, or by imprisonment for not more than
five years, or both.

“(v) No individual, «ssociation, partnership, or corpo-
ration shall use the words * Federal Bank Deposit Insurance
Corporation’, or a combination of any three of these five

words, as the name or a part thereof under which he or it
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shall do business. No individual, association, partnership,
or Corporation shall advertise or otherwise represent falsely
by any device whatsoever that his or its deposit liabilities
are insured or in anywise guaranteed by the Federal
Bank Deposit Insurance Corporation, or by the Govern-
ment of the United States, or by any instrumentality thereof;
and no class A stockholder of the Federal Bank Deposit

Insurance Corporation shall advertise or otherwise repre-

sent falsely by any device whatsoever the extent to which

or the manner in which its deposit liabilities are insured
by the Federal Bank Deposit Insurance Corporation.
Every indwidual, partnership, association, or corporation
wolating this subdwvision shall be punished by a fine of not
exceeding $1,000, or by wmprisonment not evceeding one
year, or both.

“(w) The provisions of sections 112, 113, 114, 115,
116, and 117 of the Criminal Code of the Unated States
(U.S.C., title 18, ch. 5, secs. 202 to 207, inclusive), in
so far as applicable, are cxtended to apply to contracts or
agreements with the Corporation under this section, which for
the purposes hereof shall be held to include loans, advances,
extensions, and renewals thercof, and acceptances, releases,
and substitutions of security therefor, purchases or sales of
assets, and all contracts and agreements pertaining to the

same,
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“(z) The Secret Service Division of the Treasury
Department is authorized to detect, arrest, and deliver
into the custody of the United States marshal having
jurisdiction any person committing any of the offenses
punishable under this section.

“8Ec. 12C. (a) There is hereby created a Temporary
Federal Bank Deposit Insurance Fund (hereinafter referred
to as the ‘ Fund’), which shall become operative on July
1, 1933, and whose duty it shall be to insure deposits as
hereinafter provided until July 1, 1934.

“(b) Each member bank licensed before July 1, 1933,
by the Secretary of the Treasury, pursuant to the authority
vested in him by the proclamation of the President issued
March 10, 1933, shall, on or before July 1, 1933, become
a member of the Fund; each member bank so licensed after
such date, and each State bank or trust company which
becomes a member of the Federal Reserve System after
such date, shall, upon being so licensed or so admitted to
membership, become a member of the Fund; and any State
bank or trust company and/or mutual savings bank which
18 not a member of the Federal Reserve System may, upon
application therefor, become a member of the Fund on or
before January 1, 1934, if such application is accompanied
by a certificate of the State banking authority that such

State bank or trust company or mutual savings bank is, on
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the date of such application, solvent with respect to its
unrestricted deposis.

“(c) The Fund shall insure the amounts owed to each
of the depositors of each of its members, but not to exceed
$2,500 in the case of any one depositor; but the provisions
of this section shall not apply to any impounded deposit or
any impounded portion thereof. Any restrictions heretofore
or hereafter proclaimed by the Secretary of the Treasury
shall not render a deposit ineligible for insurance.

“(d) Each member of the Fund which shall become
a member on or before July 1, 1933, shall file with the
Fund on or before such date, a certified statement under
oath showing the number of its depositors and the total
amount of s deposits as of June 15, 1933, which are
eligible for insurance wnder this section, together with a
certified check in an amount equal to one half of 1 per
centum of the total amount of the deposits so certified;
and each member bank, State bank, and trust company
which shall become a member of the Fund after July 1,
1933, shall at the time of its admission to membership file
with the Fund such a statement showing the number of its
depositors and the total amount of its deposits as of the
fifteenth day of the month preceding the month in which
it was so admitted, which are eligible for insurance under

this section, together with a certified check in an amount
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1 equal to one half of 1 per centum of the total amount of
2 the deposits so certified. A similar statement shall be filed
8 by each such member on January 1, 1934, showing the
4  qnumber of its depositors and the total amount of its deposits
5 as of December 15, 1933, which are eligible for such in-
6 surance, together with a certified check in an amount equal
T to one half of 1 per centum of the increase, if any, in the
8  total amount of such deposits since the date covered by the
9  statement filed wpon its admission to membership in the
10 Fund.
11 “(e) If at any time prior to July 1, 1934, the Fund
12 yequires additional funds with which to meet its obligations
13 under this section, each member of the Fund shall be sub-
14 ject to one additional assessment only in an amount not
15 exceeding the total amount therctofore paid to the Fund by
16 such member.
17 “(f) During the period that deposits are insured under
18  this section, no member of the Fund shall pay interest at a
19  rate in excess of 2% per centum per annum on the amount
20 of any of its deposits so insured.
21 “(9) Whenever any member of the Fund shall have
22 been closed by the appropriate legal authorities, the Fund
23 shall pay to the depositors of such member as soon as possible
24 thereafter the amount of their deposits on the date of such
25

closing which are insured under this section. After such
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payment the Fund shall be subrogated to all rights against
the closed bank of the owners of such insured deposits and
shall be entitled to receive the same dividends from the
proceeds of the assets of such closed bank as would have
been payable to each such depositor with respect to his
wmsured deposit.

“(h) In the event that the Fund shall be unable to pay
any of its obligations, when due, the Secretary of the Treas-
ury shall pay the amount thereof, which is hereby authorized
to be appropriated out of any money in the Treasury not
otherwise appropriated. If any such advances are made
by the Secretary of the Treasury, they shall be subsequently
reimbursed to the Treasury by the Federal Bank Deposit
Insurance Corporation by means of a special annual assess-
ment on the members of the Fund of one fourth of 1 per
centum of the total insured deposits of such members on
January 1, 1934, which the Corporation is hereby author-
1zed to collect until such time as such advances shall have
been fully reimbursed, but no such assessment shall be made
after the expiration of ten years after July 1, 1934.

“(1) In the event that the Fund shall pay all of its
obligations without recourse to the provisions of subsection
(k) of this section, any balance remaining in the Fund

on July 1, 1934, shall be transferred to the Federal Bank
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Deposit Insurance Corporation and credited to its deposit
msurance account.

“(j) The Fund shall be a body corporate with power
to adopt and use a corporate seal; to make contracts; to sue
and be sued, complain and defend in any court of law or
equity, State or Federal; to appoint by its board of directors,
which shall consist of the members of the Federal Reserve
Board, such officers and employees as may be mecessary
to carry out the powers granted to the Fund by this sec-
tion, to define their duties, fix their compensation, require
bonds of them and fix the penalty thereof, and to dismiss
at pleasure such officers or employees; to prescribe by its
board of directors bylaws, not inconsistent with law, regqu-
lating the manner in which its general business may be con-
ducted and the privileges granted to it by law may be exer-
cised and enjoyed; and to exercise by its board of directors,
or duly authorized officers or agents, all powers specifically
granted by this section and such incidental powers as shall
be necessary to carry out the powers so granted. No mem-
ber of the board of directors of the F'und shall receive any
additional compensation for his services as such member.

“(k) There is hereby authorized to be appropriated,
out of any money in the Treasury not otherwise appro-

priated, the sum of $10,000,000, which shall be made 1m-
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1 mediately available to the 'und for the purpose of paying
2 any of ils expenses or obligations.

3 “(1) All functions of the Fund shall cease on July 1,
4 1934; except that it may proceed to collect any liquidating
5 dividends to which it may be entitled under subsection (g)
6 of this section. The net proceeds of all such collections
T after July 1, 1934, shall be paid to the Federal Bank Deposit
8 Insurance Corporation for credit to uls deposit insurance
9 account, unless there is a balance due the Treasury wunder
10 subsection (h) of this section, in which event such collec-
11 tions shall first be paid into the Treasury to the extent of
12 such balance.”

13 Sec. 9. (a) The eighth paragraph of section 13 of the
14 Federal Reserve Act, as amended, 1s amended to read as
15  follows:

16 “Any I'ederal reserve bank may make advances for
17 periods not exceeding fifteen days to its member banks on
18 their promissory motes secured by the deposit or pledge
19 of bonds, motes, certificates of indebtedness, or Treasury
20 bills of the United States, or by the deposit or pledge of
21  debentures or other such obligations of Federal inter-
22  mediate credit banks which are eligible for purchase by
23  Federal reserve banks under section 13 (a) of this Act; and
24  any Federal reserve bank may make advances for periods
25 not exceeding minety days to its member banks on their
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promissory notes secured by such notes, drafts, bills of ez-
change, or bankers acceptances as are eligible for rediscount
or for purchase by Federal reserve banks under the provi-
sions of this Aet. Al such advances shall be made at rates
to be established by such Federal reserve banks, subject to
the review and determination of the Federal Reserve Board.
If any member bank to which any such advance has been
made shall, during the life or continuance of such advance,
and despite an official warning of the reserve bank of the
district or of the Federal Reserve Board to the contrary,
increase ils outstanding loans secured by collateral in the
form of stocks, bonds, debentures, or other such obligations,
or loans made to members of any organized stock exchange,
investment house, or dealer in securities, upon any obliga-
tion, note, or bill, secured or unsecured, for the purpose of
purchasing and/or carrying stocks, bonds, or other invest-
ment securities (except obligations of the United States )
such advance shall be deemed immediately due and payable,
and such member bank shall be ineligible as a borrower at
the reserve bank of the district under the provisions of this
paragraph for such period as the Federal Reserve Board
shall determine: Provided, That no temporary carrying or
clearance loans made solely for the purpose of facilitating

the puchase or delivery of securities offered for public sub-
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scription shall be included in the loans referred to in this
paragraph.”

(b) The paragraph of section 13 of the Federal
Reserve Act, as amended, beginning ““ That in addition to
the powers now vested in national banking associations” is
amended (effective siz months hence) to read as follows:

“Any national banking association located and doing
business in any place the population of which does not exceed
five thousand inhabitants, as shown by the last preceding
decennial census, may, under such rules and regulations as
may be prescribed by the Comptroller of the Currency, act
as the broker or agent for others in making or procuring
loans on real estate located within one hundred miles of the
place i which such association is located, recewing for such
services a reasonable fee or commission; but no such asso-
ciation shall in any case guarantee either the principal or
interest of any such loan.”

SEc. 10. Section 14 of the Federal Reserve Act, as
amended, is amended by adding at the end thereof the
following new paragraph:

“(g) The Federal Reserve Board shall exercise special
supervision over all relationships and transactions of any
kind entered into by any Federal reserve bank with any
foreign bank or banker, or with any group of foreign banks

or bankers, and all such relationships and transactions shall
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be subject to such regulations, conditions, and limitations as
the Board may prescribe. No officer or other representa-
tive of any Federal reserve bank shall conduct negotiations
of any kind with the officers or representatives of any
foreign bank or banker without first obtaining the permis-
sion of the Federal Reserve Board. The Federal Reserve
Board shall have the right, in its discretion, to be represented
in any conference or negotiations by such representative or
representaties as the Board may designate. A full report
of all conferences or negotiations, and aoll understandings or
agreements arrived at or transactions agreed upon, and all
other material facts appertaining to such conferences or
negotiations, shall be filed with the Federal Reserve Board
wn writing by a duly authorized officer of each Federal reserve
bank which shall have participated in such conferences or
negotiations.”

Sgc. 11. (a) Section 19 of the Federal Reserve
Act, as amended, is amended by inserting after the sizth
paragraph thereof the following new paragraph:

“ No member bank shall act as the medium or agent of
any nonbanking corporation, partnership, association, busi-
ness trust, or individual in making loans on the security of
stocks, bonds, and other tnvestment securities to brokers or
dealers in stocks, bonds, and other investment securities.

Every violation of this provision by any member bank shall

Federal Reserve Bank of St. Louis
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be punishable by a fine of not more than $100 per day dur-
ing the continuance of such violation; and such fine may be
collected, by suil or otherwise, by the Federal reserve bank
of the district in which such member bank is located.”

(b) Such section 19 of the Federal Reserve Act, as
amended, is further amended by adding at the end thereof
the following new paragraphs:

“ No member bank shall, directly or indirectly by any
device whatsoever, pay any interest on any deposit which is
payable on demand : Provided, That nothing herein contained
shall be construed as prohibiting the payment of interest in
accordance with the terms of any certificate of deposit or
other contract heretofore entered into in good faith which
s in force on the date of the enactment of this paragraph;
but no such certificate of deposit or other contract shall be
renewed or extended unless it shall be modified to conform
to this paragraph, and every member bank shall take such
action as may be necessary to conform to this paragraph
as soon as possible consistently with its contractual obliga-
tions: Provided, however, That this paragraph shall not
apply to any deposit of such bank which is payable only at
an office thereof located in a foreign country. |

“The Federal Reserve Board shall from time to time

limit by regulation the rate of interest which may be paid

H. R. 5661——9
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by member banks on time deposits, and may prescribe differ-
ent rates for such payment on time and savings deposus
having different maturities or subject to different conditions
respecting withdrawal or repayment. No member bank
shall pay any time deposit before its maturity, or wawe any
requirement of notice before payment of any savings deposit
except as to all saving deposits having the same requirement.”

(c) Section 8 of the Act entitled “An Act to estab-
lish postal savings depositories for depositing savings at
interest with the security of the Government for repayment
thereof, and for other purposes”, approved June 25, 1910,
as amended, is amended by striking out the first sentence
thereof and inserting in liew thereof the following: “Any
depositor may withdraw the whole or any part of the funds
deposited to his or her credit with the accrued interest only
on notice given sixty days in advance and under such requ-
lations as the Postmaster General may prescribe; but with-
drawal of any part of such funds may be made upon demand,
but no interest shall be paid on any funds so withdrawn:
Provided, That Postal Savings depositories may deposit
funds in member banks on time under regulations to be
prescribed by the Postmaster Greneral.”

SEc. 12. Section 22 of the Federal Reserve Act, as
amended, 13 further amended by adding at the end thereof

the following new paragraph:
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“(g) No executive officer of any member bank shall
borrow from or otherwise become indebted to any member
bank of which he is an executive officer, and no member
bank shall make any loan or extend credit in any other man-
ner to any of its own executive officers. If any executive
officer of any member bank borrow from or if he be or become
indebted to any bank other than a member bank of which
he is an executive officer, he shall make a written report to
the chairman of the board of directors of the member bank
of which he is an executive officer, stating the date and amount
of such loan or indebtedness, the security therefor, and the
purpose for which the proceeds have been or are to be used.
Any executive officer of any member bank violating the pro-
visions of this paragraph shall be deemed guilty of a misde-
meanor and shall be imprisoned not exceeding one year, or
fined not more than $5,000, or both; and any member bank
violating the provisions of this paragraph shall be fined not
more than $10,000, and may be fined a further sum equal
to the amount so loaned or credit so extended.”

SEc. 13. The Federal Reserve Act, as amended, 1is
amended by inserting between sections 23 and 24 thereof
the followiﬁg new section:

“SEc. 234. No member bank shall (1) make any loan
or any extension of credit to, or purchase securities under

repurchase agreement from, any of its affiliates, or (2 ) wnvest
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any of its funds in the capital stock, bonds, debentures, or
other such obligations of any such affiliate, or (3) accept the
capital stock, bonds, debentures, or other such obligations of
any such affiliate as collateral security for advances made
to any person, partnership, association, or corporation, if, in
the case of any such affiliate, the aggregate amount of such
loans, extensions of credit, repurchase agreements, invest-
ments, and advances against such collateral security will
exceed 10 per centum of the capital stock and surplus of
such member bank, or if, in the case of all such affiliates,
the aggregate amount of such loans, extensions of credits,
repurchase agreements, investments, and advances against
such collateral security will exceed 20 per centum of the
capital stock and surplus of such member bank.

“ Within the foregoing limitations, each loan or exten-
sion of credit of any kind or character to an affiliate shall be
secured by collateral in the form of stocks, bonds, debentures,
or other such obligations having a market value at the time
of making the loan or extension of credit of at least 20 per
centum more than the amount of the loan or extension of
credit, or of at least 10 per centum more than the amount of
the loan or extension of credit if it is secured by obligations
of any State, or of any political subdivision or agency
thereof : Provided, That the provisions of this paragraph

shall not apply to loans or extensions of credit secured by
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obligations of the United States Government, the Federal
intermediate credit banks, or the Federal land banks, or by
such notes, drafts, bills of exchange, or bankers acceptances
as are eligible for rediscount or for purchase by Federal
Reserve banks. A loan or extension of credit to a director
officer, clerk, or other employee or any representative of
any such affiliate shall be deemed a loan to the affiliate to
the extent that the proceeds of such loan are used for the
benefit of, or transferred to, the affiliate.

“For the purposes of this section the term * affiliate’
shall include holding company affiliates as well as other
affiliates, and the provisions of this section shall not apply
to any affiliate (1) engaged solely in holding the bank
premises of the member bank with which it s affiliated,
(2) engaged solely in conducting a safe-deposit business or
the business of an agricultural credit corporation or livestock
loan company, (3) in the capital stock of which a national
banking association is authorized to invest pursuani to
section 25 of the Federal Reserve Act, as amended,
or (4) organized under section 25 (a) of the Federal
Reserve Act, as amended; but as to any such affiliate, mem-
ber banks shall continue to be subject to other provisions of
law applicable to loans by such banks and investments by
such banks in stocks, bonds, debentures, or other such

obligations.”

Federal Reserve Bank of St. Louis
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SEc. 14. The Federal Reserve Act, as amended, 1s
amended by inserting between section 24 and section 25
thereof the following new section:

“SErc. 24A. Hereafter no national bank, without the
approval of the Compiroller of the Currency, and no State
member bank, without the approval of the Federal Reserve
Board, shall (1) invest in bank premises, or in the stock,
bonds, debentures, or other such obligations of any corpora-
tion holding the premises of such bank or (2) make loans
to or upon the security of the stock of any such corporation,
if the aggregate of all such investments and loans will exceed
the amount of the capital stock of such bank.”

SEc. 15. The Federal Reserve Act, as amended. is
further amended by inserting after section 25 (a) thereof
the following new section:

“Sec. 25. (b) Notwithstanding any other provision
of law all suits of a cwil nature at common law or in equity
to which any corporation orgamzed under the laws of the
United States shall be a party, arising out of transactions
involving international or foreign banking, or banking in
a dependency or insular possession of the United States,
or out of other international or foreign financial operations,
either directly or through the agency, ownership, or control
of branches or local institutions in dependencies or insular

possessions of the United States or in foreign countries,
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shall be deemed to arise under the laws of the United States,
and the district courts of the United States shall have
original jurisdiction of all such suits; and any defendant in
any such suit may, at any time before the trial thereof,
remove such suits from a State court into the district court
of the United States for the proper district by following the
procedure for the removal of causes otherwise provided by
law.

“ Notwithstanding any other provision of law, all suits
of a civil nature at common law or in equity to which any
Federal Reserve bank shall be a party shall be deemed to
arise under the laws of the United States, and the district
courts of the United States shall have original jurisdiction
of all such suits; and any Federal Reserve bank which is a
defendant in any such suit may, at any time before the trial
thereof, remove such suit from a State court into the district
court of the United States for the proper district by following
the procedure for the removal of causes otherwise provided
by law. No attachment or execution shall be issued against
any Federal Reserve bank or its property before final judg-
ment in any suit, action, or proceeding in any State, county,
municipal, or United States court.”

SEc. 16. Paragraph ‘“ Seventh” of section 5136 of
the Revised Statutes, as amended, is amended to read as

follows:

Federal Reserve Bank of St. Louis
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“Seventh. To exercise by its board of directors or
duly authorized officers or agents, subject to law, all such
incidental powers as shall be necessary to carry on the busi-
ness of banking; by discounting and negotiating promissory
notes, drafts, bills of exchange, and other cvidences of debt;
by recewving deposits; by buying and selling exchange, coin,
and bullion; by loaning money on personal security; and
by obtaining, issuing, and circulating notes according to
the provisions of this title; and generally by engaging in all
forms of banking business and undertaking all types of
banking transactions that may, by the laws of the State
in which such bank s situated, be permitted to banks of
deposit and discount organized and incorporated under the
laws of such State, except in so far as they may be for-
bidden by the provisions of any Act of Congress. The busi-
ness of dealing in investment securities by the association shall
be limited to purchasing and selling such securities without
recourse, solely wpon the order, and for the account of,
customers, and wn no case for its own account, and the asso-
ciation shall not underwrite any issue of securities: Pro-
vided, That the association may purchase for its own account
investment securities under such limitations and restrictions
as the Comptroller of the Currency may by regulation pre-
scribe, but in no event (1) shall the total amount of any

wssue of investment securities of any one obligor or maker
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purchased after this section as amended takes effect and held
by the association for its own account exceed at any time 10
per centum of the total amount of such issue outstanding, but
this limitation shall not apply to any such issue the total
amount of which does not exceed $100,000 and does not
exceed 50 per centum of the capital of the association, nor
(2) shall the total amount of the investment securities of
any one obligor or maker purchased after this section as
amended takes effect and held by the association for its own
account exceed at any time 15 per centum of the amount of
the capital stock of the association actually paid in and un-
impaired and 25 per centum of its unimpaired surplus fund.

As used in this section the term ° investment securities’

~ shall mean marketable obligations evidencing indebtedness

of any person, copartnership, association, or corporation in
the form of bonds, notes and/or debentures commonly
known as investment securities under such further definition
of the term °investment securities’ as may by regulation
be prescribed by the Comptroller of the Currency. FEwxcept
as hereinafter provided or otherwise permitted by law, noth-
ing herein contained shall authorize the purchase by the asso-
ciation of any shares of stock of any corporation. The limi-
tations herewn contained as to investment securities shall not
apply to obligations of the United States, or obligations of

any State or of any political subdivision thereof, or obliga-

Federal Reserve Bank of St. Louis
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tions issued under authority of the Federal Farm Loan Act,
as amended: Provided, That in carrying on the business
commonly known as the safe-deposit business the associa-
tion shall mot invest in the capital stock of a corporation
organized under the law of any State to conduct a safe-
deposit business in an amount in excess of 15 per centum
of the capital stock of the association actually paid in and
umimpaired and 15 per centum of its unimpaired surplus.”

The restrictions of this section as to dealing in invest-
ment securities shall take effect one year after the date of
the approval of this Act.

SEc. 17. (a) Section 5138 of the Revised Statutes,
as amended, is amended o read as follows:

“8SEc. 5138. After this section as amended takes effect,
no national banking association shall be organized with a less
capital than $100,000, except that such associations with a
capital of not less than $50,000 may be organized in any
place the population of which does not exceed six thousand
inhabitants. No such association shall be orgamized in a
city the population of which exceeds fifty thousand persons
with a capital of less than $200,000, except that in the out-
lying districts of such a city where the State laws permit the
organization of State banks with a capital of $100,000 or

less, national banking associations now orgamized or here-

Federal Reserve Bank of St. Louis
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after organized may, with the approval of the Comptroller of
the Currency, have a capital of not less than $100,000.”

(b) The tenth paragraph of section 9 of the Federal
Reserve Act, as amended, is amended to read as follows:

“No applying bank shall be admitted to membership
in a Federal reserve bank unless it possesses a paid-up unim-
paired capital sufficient to entitle it to become a national
banking association in the place where it is situated under
the provisions of the National Bank Act, as amended: Pro-
vided, That this paragraph shall not apply to State banks
and trust companies organized prior to the date this para-
graph as amended takes effect and having a capital of not
less than $25,000.”

SEec. 18. Section 5139 of the Revised Statutes, as
amended, is amended by adding at the end thereof the fol-
lowing new paragraph:

“After one yéar from the date of the enactment of
the Banking Act of 1933, mo certificate representing the
stock of any such association shall represent the stock of
any other corporation, except a member bank or a corpora-
tion existing on the date this paragraph takes effect engaged
solely in holding the bank premases of such association, nor
shall the ownership, sale, or transfer of any certificate repre-

senting the stock of any such association be conditioned in
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any manner whatsoever upon the ownership, sale, or transfer
of a certificate representing the stock of any other corpora-
tion, except a member bank.”

SEec. 19. Section 5144 of the Revised Statutes, as
amended, is amended to read as follows:

“SEgc. 5144. In all elections of directors, each share-
holder shall have the right to vote the number of shares owned
by him for as many persons as there are directors to be elected,
or to cumulate such shares and give one candidate as many
votes as the number of directors multiplied by the number of
his shares shall equal, or to distribute them on the same prin-
ciple among as many candidates as he shall think fit; and
in deciding all other questions at meetings of shareholders,
each shareholder shall be entitled to one vote on each share
of stock held by him; except (1) that shares of its own stock
held by a national bank as sole trustee shall not be voted, and
shares of its own stock held by a national bank and one
or more persons as trustees may be voted by such other
person or persons, as trustees, in the same manner as if he
or they were the sole trustee, and (2) shares controlled
by any holding company affiliate of a national bank shall
not be voted unless such holding company affiliate shall
have first obtained a voting permit as hereinafter provided,
which permit is in force at the time such shares are voted.

Shareholders may wvote by proxies duly authorized n

Federal Reserve Bank of St. Louis
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writing; but no officer, clerk, teller, or bookkeeper of such
bank shall act as proxy; and no shareholder whose liability
18 past due and unpaid shall be allowed to vote.

“For the purposes of this section shares shall be
deemed to be controlled by a holding company affiliate if
they are owned or controlled directly or indirectly by such
holding company affiliate, or held by any trustee for the
benefit of the shareholders or members thereof.

“Any such holding company affiliate may make appli-
cation to the Federal Reserve Board for a voting permit
entitling it to cast one vote at all elections of directors and
m deciding all questions at meetings of shareholders of such
bank on each share of stock controlled by it or authoriz-
wng the trustee or trustees holding the stock for its benefit
or for the benefit of its shareholders so to wvote the same.
The Federal Reserve Board may, in its discretion, grant or
withhold such permit as the public interest may require.
In acting upon such application, the Board shall consider
the financial condition of the applicant, the general character
of its management, and the probable effect of the granting
of such permit upon the affairs of such bank, but no such
permit shall be granted except upon the following conditions:

“(a) Every such holding company affiliate shall, in
making the application for such permit, agree (1) to

receive, on dates identical with those fized for the examina-

Federal Reserve Bank of St. Louis
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tion of banks with which it is affiliated, examiners duly
authorized to examine such banks, who shall make such
examinations of such holding company affiliate as shall be
necessary to disclose fully the relations between such banks
and such holding company affiliate and the effect of such
relations upon the affairs of such banks, such examinations
to be at the expense of the holding company affiliate so
examined; (2) that the reports of such evaminers shall
contain such information as shall be mecessary to disclose
fully the relations between such affiliate and such banks
and the effect of such relations upon the affairs of such
banks; (3) that such examiners may examine each bank
owned or controlled by the holding company affiliate, both
indwidually and mn conjunction with other banks owned or
controlled by such holding company affiliate; and (4) that
publication of wndiwvidual or consolidated statements of con-
dition of such banks may be required ;

“(b) After five years after the enactment of the
Banking Act of 1933, every such holding company affiliate
(1) shall possess, and shall continue to possess during
the life of such permit, free and clear of any lien, pledge,
or hypothecation of any nature, readily marketable assets
other than bank stock in an amount not less than 12 per
centum of the aggregate par value of all bank stocks con-

trolled by such holding company affiliate, which amount
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shall be increased by not less than 2 per centum per annum of
such aggregate par value until such assets shall amount to 25
per centum of the aggregate par value of such bank stocks;
and (2) shall*reinvest in readily marketable assets other than
bank stock all met earnings over and above 6 per centum
per annum on the book value of its own shares outstanding
until such assets shall amount to such 25 per centum of the
aggregate par value of all bank stocks controlled by it;

“(c) Notwithstanding the foregoing provisions of this
section, after five years after the enactment of the Bank-
ing Act of 1933, (1) any such holding company affiliate
the shareholders or members of which shall be indi-
vidually and severally liable in proportion to the number
of shares of such holding company affiliate held by them
respectively, in addition to amounts invested therein, for
all statutory liability imposed on such holding company
affiliate by reason of its control of shares of stock of banks,
shall be required only to establish and maintain out of net
earnings over and above 6 per centum per annum on the
book value of its own shares outstanding a reserve of readily
marketable assets in an amount of not less than 12 per centum
of the aggregate par value of bank stocks controlled by it,

and (2) the assets required by this section to be possessed

by such holding company affiliate may be used by it for

replacement of capital in banks affiliated with it and for

Federal Reserve Bank of St. Louis
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losses incurred in such banks, but any deficiency in such
assets resulting from such use shall be made up within such
period as the Federal Reserve Board may by regulation
prescribe;

“(d) Every officer, director, agent, and employee of
every such holding company affiliate shall be subject to the
same penalties for false entries in any book, report, or state-
ment of such holding company affiliate as are applicable to
officers, directors, agents, and employees of member banks
under section 5209 of the Revised Statutes, as amended;
and

“(e) Every such holding company affiliate shall, in its
application for such voting permit, (1) show that it does not
own, control, or have any interest in, and 1s not partiéipating
in the management or direction of, any corporation, business
trust, association, or other similar orgamization formed for
the purpose of, or engaged principally in, the issue, flota-
tion, underwriting, public sale, or distribution, at wholesale
or retail or through syndicate participation, of stocks, bonds,
debentures, motes, or other securities of any sort (herein-
after referred to as ‘ securities company’); (2) agree that
during the period that the permit remains in force it will
not acquire any ownership, control, or interest in any such
securities company or participate in the management or

direction thereof; (8) agree that if, at the time of filing
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the application for such permat, it owns, controls, or has an
interest in, or is participating in the management or direc-
tion of, any such securities company, it will, within five
years after the filing of such applz:cation, divest itself of its
ownership, control, and interest in such securities company
and will cease participating in the management or direction
thereof, and will not thereafter, during the period that the
permit remains in force, acquire any further ownership,
control, or interest in any such securities company or par-
ticipate in the management or direction thereof; and (4)
agree that thenceforth it will declare dividends only out of
actual net earnings.

“If at any time it shall appear to the Federal Reserve
Board that any holding company affiliate has violated any
of the provisions of the Banking Act of 1933 or of any
agreement made pursuant to this section, the Federal Re-
serve Board may, in its discretion, revoke any such voting
permit after giving sixty days’ notice by registered mail of
its intention to the holding company affiliate and affording
it an opportunity to be heard. Whenever the Federal Re-
serve Board shall have revoked any such voting permit, no
national bank whose stock is controlled by the holding com-
pany affiliate whose permit is so revoked shall receive depos-
its of public moneys of the United States, nor shall any such

H. R. 5661——10
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national bank pay any further dividend to such holding com-
pany affiliate upon any shares of such bank controlled by
such holding company affiliate.

“ Whenever the Federal Reserve Board shall have re-
voked any wvoting permit as hereinbefore provided, the
rights, privileges, and franchises of any or all national banks
the stock of which is controlled by such holding company
affiliate shall, in the discretion of the Federal Reserve Board,
be subject to forfeiture in accordance with section 2 of the
Federal Reserve Act, as amended.”

SEc. 20. After one year from the date of the enact-
ment of this Act, no member bank shall be affiliated in any
manner described in section @ (b) hereof with any corpo-
ration, association, business trust, or other similar organiza-
tion engaged principally in the issue, flotation, underwriting,
public sale, or distribution at wholesale or retail or through
syndicate participation of stocks, bonds, debentures, notes,
or other securities.

For every wviolation of this section the member bank
wnvolved shall be subject to a penalty not exceeding $1,000
per day for each day during which such violation continues.
Such penalty may be assessed by the Federal Reserve Board,
i its discretion, and, when so assessed, may be collected by

the Federal reserve bank by suit or otherwise.
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If any such violation shall continue for six calendar
months after the member bank shall have been warned by
the Federal Reserve Board to discontinue the same, (a) in
the case of a national bank, all the rights, privileges, and
franchises granted to it under the National Bank Act may
be forfeited in the manner prescribed in section 2 of the Fed-
eral Reserve Act, as amended, or, (b) in the case of a State
member bank, all of its rights and privileges of membership
in the Federal Reserve System may be forfeited in the
manner prescribed in section 9 of the Federal Reserve Act,
as amended.

SEc. 21. (a) After the expiration of one year after
the date of enactment of this Act it shall be unlawful—

(1) For any person, firm, corporation, association,
business trust, or other similar organization, engaged in the
business of isswing, underwriting, selling, or distributing, at
wholesale or retail, or through syndicate participation, stocks,
bonds, debentures, notes, or other securities, to engage at the
same time to any extent whatever in the business of receiv-
wng deposits subject to check or to repayment upon presenta-
tion of a passbook, certificate of deposit, or other evidence
of debt, or upon request of the depositor; or

(2) For any person, firm, corporation, association,
business trust, or other similar organization, other than a

banking institution or private banker subject to examination

Federal Reserve Bank of St. Louis
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and requlation under State or Federal law, to engage to
any extent whatever in the business of receiving deposits
subject to check or to repayment upon presentation of a
passbook, certificate of deposit, or other evidence of debt,
or upon request of the depositor, unless such person, firm,
corporation, assoctation, business trust, or other similar
orgamization shall submit to periodic examination by the
Comptroller of the Currency or by the Federal Reserve bank
of the district and shall make and publish periodic reports
of its condition, exhibiting in detail ils resources and liabili-
ties, such examination and reports to be made and published
at the same times and in the same manner and with like
effect and penalties as are now provided by law in respect
of mational banking associations transacting business in the
same locality.

(b) Whoever shall willfully violate any of the pro-
vistons of this section shall upon conviction be fined not more
than $5,000 or imprisoned not more than five years, or both,
and any officer, director, employee, or agent of any person,
firm, corporation, association, business trust, or other similar
organization who knowingly participates in any such wvio-
lation shall be punished by a like fine or imprisonment or
both.

SEc. 22. Paragraph (c) of section 5155 of the Re-

vised Statutes, as amended, is amended to read as follows:

Federal Reserve Bank of St. Louis
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“(c) A mational banking association may with the
approval of the Comptroller of the (‘wrrency establish and
operate mew branches within the limits of the city, town,
or village, or at any point within the State in which said
association 1s situated, if such establishment and operation
are al the time erpressly authorized to State banks by the
law of the State in question and subject to the restrictions as
to location imposed by the law of the State on State banks.
No such association shall establish a branch outside of the
city, town, or village in which il is situated unless it has a

paid-in and unimpaired capital stock of not less than

$500,000: Provided, That in States with a population of

less than one million, and which have no cities located therein
with a population exceeding one hundred thousand, the
capital shall be not less than $250,000: Provided, That in
States with a population of less than one-half million, and

which have no cities located therein with a population evceed-

ing fifty thousand, the capital shall not be less than

$100,000.”

Paragraph (d) of section 5155 of the Revised Statutes,
as amended, is amended to read as follows:

“(d) The aggregate capital of every national banking
association and its branches shall at no time be less than the
aggregate minimum capital required by law for the estab-

lishment of an equal number of national banking associations

Federal Reserve Bank of St. Louis
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situated in the various places where such association and
its branches are situated.”
SEc. 23. (a) Sections 1 and 3 of the Act entitled
“An Act to provide for the consolidation of national banking
associations ”, approved November 7, 1918, as amended, are

1

amended by striking out the words ““ county, city, town, or
village” wherever they occur in each such section, and
wmserting in liew thereof the words ‘‘ State, county, city,
town, or village.”

(b) Section 3 of such Act of November 7, 1918, as
amended, s further amended by striking out the second
sentence thereof and inserting in liew thereof the following:
“The capital stock of such consolidated association shall
not be less than that required under existing law for the
organization of a national banking association in the place
in which such consolidated association is located. Upon
such a consolidation, or upon a consolidation of two or more
national banking associations under section 1 of this Aect,
the corporate existence of each of the constituent banks and
national banking associations participating in such consoli-
dation shall be merged into and continued in the consoli-
dated mnational banking association and the consolidated
association shall be deemed to be the same corporation as

each of the constituent institutions. All the rights, fran-

chises, and interests of each of such constituent banks and
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national banking associations in and to every species of
property, real, personal, and mized, and choses in action
thereto belonging, shall be deemed to be transferred to and
vested in such consolidated national banking association
without any deed or other transfer; and such consolidated
national banking association, by virtue of such consolidation
and without any order or other action on the part of any
court or otherwise, shall hold and enjoy the same and all
rights of property, franchises, and interests, including ap-
pointments, designations, and nominations and all other
rights and interests as trustee, executor, administrator,
reqistrar of stocks and bonds, guardian of estates, assignee,
recewer, committee of estates of lunatics and in every other
fiduciary capacity, in the same manner and to the same extent
as such rights, franchises, and interests were held or en-
joyed by any such constituent institution at the time of such
consolidation: Provided, however, That where any such
constituent institution at the time of such consolidation was
acting under appointment of any court as trustee, executor,
administrator, registrar of stocks and bonds, guardian of
estates, assignee, recewer, committee of estates of lunatics
or in any other fiduciary capacity, the consolidated national
banking association shall be subject to removal by a court
of competent jurisdiction in the same manner and to the

same extent as was such constituent corporation prior to
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the consolidation, and nothing herein contained shall be con-
strued to impair in any manner the right of any court to
remove such a consolidated national banking association and
to appoint in liew thereof a substitute trustee, executor, or
other fiduciary, except that such right shall not be exercised
in such a manner as to discriminate against national bank-
ing associations, mor shall any such consolidated association
be removed solely because of the fact that it s a national
banking association.”

SEc. 24. The first two sentences of section 5197 of the
Revised Statutes are amended to read as follows:

“Any association may take, receive, reserve, and charge
on any loan or discount made, or upon any notes, bills of
exchange, or other evidences of debt, interest at the rate
allowed by the laws of the State, Territory, or District where
the bank is located, or at a rate of 1 per centum in excess
of the discount rate on minety-day commercial paper in effect
at the Federal Reserve bank in the Federal Reserve district
where the bank 1is located, whichever may be the greater,
and no more, except that where by the laws of any State
a different rale is lvmited for banks organized under State
laws, the rate so limited shall be allowed for associations
organized or existing in any such State under this title.
When no rate is fized by the laws of the State, or Territory,

or District, the bank may take, receive, reserve, or charge g
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rate not exceeding 7 per centum, or I per centum in excess
of the discount rate on ninety-day commercial paper in
effect at the Federal Rescrve bank in the Federal Reserve
district where the bank is located, whichever may be the
greater, and such interest may be taken in advance, reckon-
ing the days for which the note, bill, or other evidence of
debt has to run.”

SEc. 25. (a) The second senience of the first para-
graph of section 5200 of the Revised Statutes, as amended,
is amended by inserting before the period at the end thereof
the following: * and shall include in the case of obligations
of a corporation all obligations of all subsidiaries thereof in
which such corporation owns or controls a majority
interest.”

(b) The amendment made by this section shall not
apply to such obligations of subsidiaries held by such asso-
ctation on the date this section takes effect.

SEc. 26. Section 5211 of the Revised Statutes, as
amended, 1s amended by adding at the end thereof the fol-
lowing new paragraph:

“ Each national banking association shall obtain from
each of its affiliates other than member banks and furnish
to the Comptroller of the Currency mnot less than three
reports during each year, in such form as the Comptroller

may prescribe, verified by the oath or affirmation of the
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president or such other officer as may be designated by the
board of directors of such affiliate to verify such reports,
disclosing the ~information heremnafter provided for as of
dates identical with those for which the Comptroller shall
during such year require the reports of the condition of the
association. For the purpose of this section the term
‘affiliate’ shall include holding company affiliates as well
as other affiliates. Each such report of an affiliate shall
be transmitted to the Compiroller at the same time as the
corresponding report of the association, except that the
Comptroller may, in his discretion, extend such time for
good cause shown. FEach such report shall contain such
information as in the judgment of the Comptroller of the
Currency shall be necessary to disclose fully the relations
between such affiliate and such bank and to enable the
Comptroller to inform himself as to the effect of such rela-
tions upon the affairs of such bank. The reports of such
affiliates shall be published by the association under the same
conditions as govern is own condition reports. The Comyp-
troller shall also have power to call for additional reports
with respect to any such affiliate whenever in his judgment
the same are necessary in order to obtain a full and com-
plete knowledge of the conditions of the association with
which it is affiliated. Such additional reports shall be

transmitted to the Comptroller of the Currency in such form
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as he may prescribe. Any such affiliated bank which fals
to obtain and furnish any report required under this section
shall be subject to a penalty of $100 for each day during
which such failure continues.”

Skc. 27. (a) The first paragraph of section 5240 of
the Revised Statutes, as amended, is amended by inserting
before the period at the end thereof a colon and the following
proviso: “ Provided, That in making the examination of
any national bank the examaners shall include such an exam-~
ination of the affairs of all its affiliates other than member
banks as shall be necessary to disclose fully the relations be-
tween such bank and such affiliates and the effect of such
relations upon the affairs of such bank; and in the event of
the refusal to give any wnformation required in the course

of the examination of any such affiliate, or in the event of the

‘refusal to permit such examination, all the rights, privileges,

and franchises of the bank shall be subject to forfeiture in
accordance with section 2 of the Federal Reserve Act, as
amended. The Comptroller of the Currency shall have
power, and he is hereby authorized, to publish the report
of his examination of any national banking association or
affiliate which shall not within one hundred and twenty
days after notification of the recommendations or suggestions
of the Comptroller, based on said examination, have com-

plied with the same to his satisfaction. Ninety days mnotice
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prior to such publicity shall be gwen to the bank or
affiliate.”

(b) Section 5240 of the Revised Statutes, as amended,

‘48 further amended by adding after the first paragraph

thereof the following new paragraph:

“The examiner making the examination of any affihate
of a national bank shall have power to make a thorough
examination of all the affairs of the affiliate, and n doing
so he shall have power to administer oaths and to examine
any of the officers, directors, employees, and agents thereof
under oath and to make a report of his findings to the
Comptroller of the Currency. The expense of examinations
of such affiliates may be assessed by the Comptroller of the
Currency upon the affiliates examined in proportion to assets
or resources held by the affiliates wpon the dates of examina-
tion of the various affiliates. If any such affiliate shall
refuse lo pay such expenses or shall fail to do so within
sizty days after the date of such assessment, them such
expenses may be assessed against the affiliated national bank
and, when so assessed, shall be paid by such national bank:
Provided, however, That, if the affiliation is with two or
more national banks, such expenses may be assessed against,
and collected from, any or all of such national banks in such
proportions as the Comptroller of the Currency may

prescribe.  If any affiliate of a national bank shall refuse
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to permit an examiner to make an examination of the affiliate
or shall refuse to give any information required in the course
of any such examination, the national bank with which it is
affiliated shall be subject to a penalty of not more than $100
for each day that any such refusal shall continue. Such pen-
alty may be assessed by the Comptroller of the Currency and
collected in the same manner as expenses of examinations.”

SEc. 28. In any case in which, in the opinion of the
Comptroller of the Currency, it would be to the advantage
of the depositors and unsecured creditors of any national
banking association whose business has been closed, for such
association to resume business upon the retention by the
association, for a reasonable period to be prescribed by the
Comptroller, of all or any part of its deposits, the Comp-
troller is authorized, in his discretion, to permit the associa-
tion to resume business if depositors and unsecured creditors
of the association representing at least 85 per centum of its
total deposit and unsecured credit liabilities consent in writing
to such retention of deposits. Nothing in this section shall
be construed to affect in any manner any powers of the
Comptroller under the provisions of law in force on the date
of enactment of this Act with respect to the reorganization
of national banking associations.

Sec. 29. Whenever, in the opinion of the Comp-

troller of the Currency, any director or officer of a national
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bank, or of a bank or trust company doing business in the
District of Columbia, or whenever, in the opinion of a Fed-
eral Reserve agent, any director or officer of a State member
bank in his district shall have continued to violate any law
relating to such bank or trust company or shall have con-
tinued unsafe or unsound practices in conducting the business
of such bank or trust company, after having been warned
by the Comptroller of the Currency or the Federal Reserve
agent, as the case may be, to discontinue such wviolations
of law or such unsafe or unsound practices, the Comptroller
of the Currency or the Federal Eeserve agent, as the case
may be, may certify the facts to the Federal Reserve Board.
In any such case the Federal Reserve Board may cause
notice to be served upon such director or officer to appear
before such Board to show cause why he should mot be
removed from office. A copy of such order shall be sent to
each director of the bank affected, by regqistered mail. If
after granting the accused director or officer a reasonable
opportunity to be heard, the Federal Reserve Board finds
that he has continued to violate any law relating to such
bank or trust company or has continued unsafe or unsound
practices in conducting the business of such bank or trust
company after having been warned by the Comptroller of
the Currency or the Federal Reserve agent to discontinue

such wviolation of law or such unsafe or unsound practices,
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the Federal Reserve Board, in its discretion, may order that
such director or officer be removed from office. A copy of
such order shall be served upon such director or officer.
A copy of such order shall also be served wpon the bank of
which he is a director or officer, whereupon such director or
officer shall cease to be a director or officer of such bank:
Provided, That such order and the findings of fact upon
which it is based shall not be made public or disclosed to
anyone except the director or officer involved and the direc-
tors of the bank involved, otherwise than in connection with
proceedings for a violation of this section. Any such director
or officer removed from office as herewn provided who there-
after participates in any manner in the management of such
bank shall be fined not more than $5,000, or imprisoned for
not more than five years, or both, in the discretion of the
court.

SEc. 30. After one year from the date of enactment of
this Act, notwithstanding any other provision of law, the
board of directors, board of trustees, or other similar gov-
erning body of every national banking association and of
every State bank or trust company which s a member of the
Federal Reserve System shall consist of not less than five
nor more than twenty-five members; and every director,
trustee, or other member of the governing body of a national

banking association, State bank, or trust company, which
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has a paid-in and unimpaired capital in excess of $50,000
shall be the bona fide owner in his own right of shares of
stock of such banking association, State bank or trust com-
pany having a par value in the aggregate of not less than
$2,000. If any national banking association violates the
provisions of this section and continues such violation after
thirty days’ notice from the Comptroller of the Currency,
the said Comptroller may appoint a recewer or conservator
therefor, in accordance with the provisions of existing law.
If any State bank or trust company which is a member of
the Federal Reserve System violates the provisions of this
section and continues such violation after thirty days’ notice
from the Federal Reserve Board, it shall be subject to the
forfeiture of its membership in the Federal Reserve System
in accordance with the provisions of section 9 of the Federal
Reserve Act, as amended.

Sec. 31. From and after January 1, 1934, no officer
or director of any member bank shall be an officer, director,
or manager of any corporation, partnership, or unincorpo-
rated association engaged primarily in the business of pur-
chasing, selling, or negotiating securities, and no member
bank shall perform the functions of a correspondent bank
on behalf of any such individual, partnership, corporation,
or wnmncorporated association; and no such individual, part-

nership, corporation, or unincorporated association shall
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perform the functions of a correspondent for any member
bank or hold on deposit any funds on behalf of any member
bank, unless in any such case there is a permit therefor
issued by the Federal Reserve Board; and the Board is
authorized to issue such permit if in its judgment it is not
wncompatible with the public interest, and to revoke any
such permit whenever it finds after reasonable notice and
opportunity to be heard, that the public interest requires
such revocation.

SEc. 32. The Act entitled “An Act to supplement
existing laws against unlawful restraints and monopolies,
and for other purposes”, approved October 15, 1914, as
amended, 1s hereby amended by adding after section 8
thereof the following new section :

“Sgc. 84. That from and after the 1st day of Janu-
ary 1934, no durector, officer, or employee of any bank,
banking assoctation, or trust company, organized or operat-
g under the laws of the United States shall be at the same
time a director, officer, or employee of a corporation or a
member of a partnership organized for any purpose what-
soever which shall make loans secured by stock or bond
collateral to any individual, association, parinership, or
corporation other than its own subsidiaries.”

SEc. 33. Nothing in this Act shall be construed to
prohibit a national banking association from holding stock in

H. R. 5661——11

Federal Reserve Bank of St. Louis



O ® T SN Ot e W b -

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

162

a corporation organized by such association to liquidate a part
of its assets pursuant to the direction of the Comptroller of the
Currency.

SEc. 34. The right to alter, amend, or repeal this
Act is hereby expressly reserved. If any provision of
this Act, or the application thereof to any person or cir-
cumstances, is held invalid, the remainder of the Act, and the
application of such provision to other persons or circum-
stances, shall not be affected thereby.

Passed the House of Representatives May 23, 1933.

Attest: SOUTH TRIMBLE,
Clerk.

Passed the Senate amended May 15 (calendar day,
May 25), 1933.

Attest: EDWIN A.HALSEY,

Secretary.

Federal Reserve Bank of St. Louis



s} Ho R, 5661
A BILL

To provide for the safer and more effective
use of the assets of banks, to regulate in-
terbank control, to prevent the undue diver-
sion of funds into speculative operations,
and for other purposes.

Ix tae House oFr REPRESENTATIVES
May 26, 1933

Ordered to be printed with the amendment of the
Senate numbered

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

Federal Reserve Bank of St. Louis





