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TO STATE MEMBER BANKS:

The Board o f Governors has amended Regulation H, "Membership
of State Banking In stitu tio n s in the Federal Reserve System", to e lim i
nate from Section 6 standard condition o f membership numbered 3 r e l a t 
ing to the sale of real estate loans and the three standard conditions
regarding the exercise o f tr u st powers. Such conditions w i l l no longer
be prescribed as standard conditions for new members and the Board is
cancelling such conditions in a l l , c a s e s where they have been prescribed
in the past.
In connection with the discontinuance of these conditions,
your p articular attention is called to the following paragraph which
has been added to footnote numbered 6 in the amended Regulation H:
"For many years, the Board prescribed, as standard condi
tions o f membership, a condition which, in general, pro
hibited banks from engaging as a business in the sale of
rea l estate loans to the public and certain conditions
r e la tin g to the exercise o f trust powers, including one
which prohibited s e l f -d e a l i n g in the investment of trust
funds.
The elim ination o f these conditions as standard
conditions of membership does not r e f l e c t any change in
the Board's p osition as to the u n d esira b ility o f the prac
tic e s formerly prohibited by such conditions; and atten
tion is called to the fact that engaging as, a business in
the sale o f real estate loans to the public or f a i l i n g to
conduct trust business in accordance with the applicable
State laws and sound principles o f tr u st administration
may constitute unsafe or unsound practices and v io la t e
condition numbered l . "
In connection with the change in the standard conditions of
membership, the -conditions o f membership of each State member bank have
been reviewed and certain additional conditions are being cancelled in
individual cases.
Over the period of more than 30 years since the
Federal Reserve System, was established the number and type o f condi
tions o f membership have varied from time to time.
P r a c tic a lly a l l
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State member banks, however, are subject to present standard condi
tions o f membership numbered l and 2 , which have been prescribed
since January 1, 1936, or to conditions prescribed in e a r l i e r years
which contain provisions comparable in whole or in part.
The Board's
program contemplates the retention o f these conditions, conditions
prohibiting or r e s t r i c t in g the exercise o f unusual powers which banks
apparently had under th e ir charters or applicable State laws when ad
mitted to membership, and only such other conditions as appear d e s ir 
able in the lig h t o f the facts o f p articular cases.
As a r esu lt there
w i l l be a much greater uniformity and s im p lic it y in the conditions of
membership applicable to State member banks, regardless of the dates
o f admission to membership.
The program does not r e f l e c t any lowering o f the standards
expected o f State member banks and the can c ellation o f a condition o f
membership is not to be construed as indicative of any change in the
Board’ s views as to the d e s i r a b i l i t y or u n d esir a b ility o f the practice
to which the former condition referred.
For correction o f unsound
p o lic ie s and practices with respect to matters previously covered by
s p e c if ic conditions of membership, reliance w i l l be placed upon the
regular examination and supervisory procedures and the general condi
tions o f membership.
The program is one o f cancellation only.
No conditions have
been added, and no provisions have been expanded or reworded.
The
Federal Reserve Banks have been requested to advise each member bank
o f any can cellation and, for the convenience o f the member bank, to
furnish i t with a copy o f the conditions or portions thereof which
continue in e f f e c t .

INQUIRIES REGARDING THIS REGULATION
Any inquiry relating to this regulation should
be addressed to the Federal Reserve bank of
the district in which the inquiry ariges.
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REGULATION H
A s a m en d ed , effectiv e S ep tem b er 1, 1 9 4 8

MEMBERSHIP OF STATE BANKING INSTITUTIONS IN THE
FEDERAL RESERVE SYSTEM
A U T H O R IT Y FO R R E G U LA TIO N

This regulation is based upon and issued pursuant to provisions of
section 9 of the Federal Reserve Act and related provisions of law.
(Section 9 of the Federal Reserve Act is printed in the Appendix.)
SECTION 1. D E F IN IT IO N S

For the purposes of this regulation—
(a) The term “ State bank” means any bank or trust company
incorporated under a special or general law of a State or under a
general law for the District of Columbia, any mutual savings bank
(unless otherwise indicated), and any Morris Plan bank or other
incorporated banking institution engaged in similar business.1
( b ) The term “ mutual savings bank” means a bank without capital
stock transacting a savings bank business, the net earnings of vchich
inure wholly to the benefit of its depositors after payment of obliga
tions for any advances by its organizers, and in addition thereto
includes any other banking institution the capital of which consists
of weekly or other time deposits which are segregated from all other
deposits and are regarded as capital stock for the purposes of taxation
and the declaration of dividends.
(c) The term “ Board” means the Board of Governors of the Fed
eral Preserve System.
( d) The term “ board of directors” means the governing board
of any institution performing the usual functions of a board of
directors.
1 Under the provisions of section 19 o f the Federal Reserve Act, national banka, or banks
organized under local laws, located in Alaska or in a dependency or insular possession or any
part o f the United States outside the continental United States are not required to become
members o f the Federal Reserve System but may, with the consent o f the Board, become m em 
bers o f the System. However, this Regulation H is applicable only to the admission o f banks
eligible for admission to membership under section 9 o f the Federal Reserve Act and does not
cover the admission of banks eligible under section 19 of the A ct. Any bank desiring to be
admitted to the System under the provisions of section 19 should communicate with the Federal
Reserve bank with which it desires to do business.

l
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(e)
The terra “ Federal Reserve bank stock” includes the deposit
which may be made with a Federal Reserve bank in lieu of a sub
scription for stock by a mutual savings bank which is not permitted
to purchase stock in a Federal Reserve bank, unless otherwise
indicated.
(/) The terms “ capital” and “ capital stock” mean common stock,
preferred stock, and legally issued capital notes and debentures pur
chased by the Reconstruction Finance Corporation which may be
considered capital and capital stock for purposes of membership in
the Federal Reserve System under the provisions of section 9 of the
Federal Reserve Act.
SECTION 2. E L IG IB IL IT Y R E Q U IR E M E N T S

Under the terms of section 9 of the Federal Reserve Act, as amended,
to be eligible for admission to membership in the Federal Reserve
System—
(1) A State bank, other than a mutual savings bank, must
possess a paid-up, unimpaired2 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, except
in the following circumstances, in which case such a bank may
be admitted to membership with a lesser capital as indicated:
(A) Any such institution organized prior to June 16, 1933
(the date of the approval of the Banking Act of 1933)
situated in a place the population of which does not exceed
3,000 inhabitants and at the time of admission having, a
capital of not less than $25,000;
(B) Any such institution (whether or not organized prior
to June 16, 1933) situated in a place the population of which
does not exceed 3,000 inhabitants and which at the time of
admission is entitled to the benefits of insurance under sec
tion 12B of the Federal Reserve Act and has a capital of
not less than $25,000.
(2) A mutual savings bank must possess surplus and undia Section 345 of the Banking Act of 1935 provides in part th a t: " I f any part o f the capital
o f a national bank, State member bank, or bank applying for membership in the Federal
Reserve System consists of preferred stock, the determination of whether or not the capital o f
such bank is impaired and the amount of such impairment shall be based upon the par value
o f its stock even though the amount which the holders o f such preferred stock shall be entitled
to receive in the event of retirement or liquidation shall be in excess o f the par value of such
preferred stock. I f any such bank or trust company shall have outstanding any capital notes
or debentures of the type which the Reconstruction Finance Corporation is authorized to pur
chase pursuant to the provisions of section 304 of the Emergency Banking and Bank Conservation
Act, approved March 9, 1933, as amended, the capital o f such bank may be deemed to be
unimpaired if the sound value of its assets is not less than its total liabilities, including capital
stock, but excluding such capital notes or debentures and any obligations o f the bank expressly
subordinated thereto.”
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vided profits not less than the amount of capital required for
the organization of a national bank in the place where it is
situated.
(3)
The minimum capital required for the organization of a
national bank, referred to hereinbefore in connection with the
capital required for admission to membership in the Federal
Reserve System, is as follows:

If located in a city or town with a population—

Minimum
Capital

Not exceeding 6,000 inhabitants....................................
Exceeding 6,000 but not exceeding 50,000 inhabitants
Exceeding 50,000 inhabitants (except as stated below)
In an outlying district of a city with a population
exceeding 50,000 inhabitants; provided State law
permits organization of State banks in such location with a capital of $100,000 or less......................

$ 50,000
100,000
200,000

100,000

SECTION 3. IN SU R A N C E OF DE PO SITS

Any State bank becoming a member of the Federal Reserve System
after the date of the enactment of the Banking Act of 1935 (August
23, 1935) and which is not at the time an insured bank under the
provisions of section 12B of the Federal Reserve Act, will become
an insured bank under the provisions of that section on the date upon
which it becomes a member of the Federal Reserve System.3 In the
case of an insured bank which is admitted to membership in the Fed
eral Reserve System, the bank will continue to be an insured bank.
SECTION 4. A PPLIC A TIO N F O R

M E M B E R S H IP

(a)
State bank, other than a mutual savings hank.— A State bank,
other than a mutual savings bank, applying for membership, shall
make application on Form 83A to the Board for an amount of capi
tal stock in the Federal Reserve bank of its district equal to six
per cent of the paid-up capital stock and surplus of the applying
institution.
a In tlie case of a Stale bank which at the time of its admission to membership in the
Federal Reserve System is not an insured bank, the Board is required under the provisions of
subsections (e) and (g ) of section 12B of the Federal Reserve A ct to issue a certificate to the
Federal Deposit Insurance Corporation to tho effect that the bank is a member of the Federal
Reserve System and that consideration has been given to the financial history and condition of
the bank, the adequacy of its capital structure, its future earnings prospects, the general
character of its management, the convenience and needs of the community to be served by the
bank, and whether or not its corporate powers are consistent with the purposes o f section 12B
o f the Federal Reserve Act.
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(6) Mutual savings bank.— A mutual savings bank applying for
membership shall make application on Form 83B to the Board for an
amount of capital stock in the Federal Reserve bank of its district
equal to six-tenths of one per cent of its total deposit liabilities as
shown by the most recent report of examination of such institution
preceding its admission to membership, or, if such institution be not
permitted by the laws under which it was organized to purchase stock
in a Federal Reserve bank, on Form 83C, for permission to 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.
(c) Mutual savings bank not authorized to purchase stock of Fed
eral Reserve bank at time of admission.— If a mutual savings bank
be admitted to membership on the basis of a deposit of the required
amount with the Federal Reserve hank in lieu of payment upon capi
tal stock because the laws under which such bank was organized do
not at that time authorize it to purchase stock in the Federal Reserve
bank, it shall subscribe on Form 83D for the appropriate amount
of stock in the Federal Reserve bank whenever such laws are
amended so as to authorize it to purchase stock in a Federal Reserve
bank.4
(d) Execution and filing of application.— Each application made
under the provisions of this section and the exhibits referred to in the
application blank shall be executed and filed, in duplicate, with the
Federal Reserve bank of the district in which the applying bank is
located.
SEC TIO N 5. A PPRO VA L OF A P P L IC A T IO N

(a)
Matters given special consideration by Board.— In passing
upon an application, the following matters will be given special
consideration:
(1) The financial history and condition of the applying bank
and the general character of its management;
(2) The adequacy of its capital structure and its future earn
ings prospects;
(3) The convenience and needs of the community to be served
by the bank; and
* The Federal Reserve Act provides that, if the laws under which any such savings bank was
organized be not amended at the first session of the legislature following the admission o f the
savings bank to membership so as to authorize mutual savings banks to purchase Federal
Reserve bank stock, or if such laws be so amended and the bank fail within six months there
after 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
in section 9 o f the Federal Reserve Act.
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(4)
Whether its corporate powers are consistent with the pur
poses of the Federal Reserve Act.
(b )
Procedure for admission to membership after approval of
application.— If an applying bank conforms to all the requirements
of the Federal Reserve Act and this regulation and is otherwise quali
fied for membership, its application will be approved subject to such
conditions as may be prescribed pursuant to the provisions of the Fed
eral Reserve Act. When the conditions prescribed have been accepted
by the applying bank, it should pay to the Federal Reserve bank of
its district one-half of the amount of its subscription and, upon receipt
of advice from the Federal Reserve bank as to the required amount,
one-half of one per cent of its paid-up subscription for each .month
from the period of the last dividend.5 The remaining half of the
bank’s subscription shall be subject to call when deemed necessary
by the Board. The bank’s membership in the Federal Reserve System
shall become effective on the date as of which a certificate of stock
of the Federal Reserve bank is issued to it pursuant to its application
for membership or, in the case of a mutual savings bank which is not
authorized to subscribe for stock, on the date as of which a certificate
representing the acceptance of a deposit with the Federal Reserve
bank in place of a payment on account of a subscription to stock is
issued to it pursuant to its application for membership.
SEC TIO N 6. CO N D ITIO N S OF M E M B E R S H IP

Pursuant to the authority contained in the first paragraph of
section 9 of the Federal Reserve Act, which authorizes the Board to
permit applying State banks to become members of the Federal Re
serve System “ subject to the provisions of this Act and to such condi
tions as it may prescribe pursuant thereto,” the Board, except as
hereinafter stated, will prescribe the following conditions of member
ship for each State bank hereafter applying for admission to the
Federal Reserve System, and, in addition, such other conditions as
may be considered necessary or advisable in the particular case—
1.
Such bank at all times shall conduct its business and exer
cise its powers with due regard to the safety of its depositors,
and, except with the permission of the Board of Governors of the
Federal Reserve System, such bank shall not cause or permit any
change to be made in the general character of its business or in
the scope of the corporate powers exercised by it at the time6
6 In the case of a mutual savings bank which is not permitted by the laws under which it
was organized to purchase stock in a Federal Reserve bank, it shall deposit witli the Federal
Reserve bank an amount equal to the amount which it would have been required to pay iD on
account of a subscription to capital stock.
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of admission to membership.6
2.
The net capital and surplus funds of such bank shall be
adequate in relation to the character and condition of its assets
and to its deposit liabilities and other corporate responsibilities,6
7
and its capital8 shall not be reduced except with the permission
of the Board of Governors of the Federal Reserve System.9
SE C TIO N 7. PO W E RS A N D R E S T R IC T IO N S

Every State bank while a member of the Federal Reserve System—
(a) Shall retain its full charter and statutory rights subject to the
provisions of the Federal Reserve Act and other Acts of Congress
applicable to member State banks, to the regulations of the Board
made pursuant to law, and to the conditions prescribed by the Board
and agreed to by such bank prior to its admission;
( b ) Shall enjoy all the privileges and observe all the requirements
of the Federal Reserve Act and other Acts of Congress applicable
to member State banks and of the regulations of the Board made
pursuant to law which are applicable to member State banks; and
(c) Shall comply at all times with any and all conditions of mem
bership prescribed by the Board in connection with the admission of
such bank to membership in the Federal Reserve System.
6 If, after admission of any bank to membership, it should desire to make any change in the
general character of its business or in the scope of its corporate powers exercised at the time
of admission, it will be necessary for it to obtain the permission o f the Board before making
any such change.
\
The acquisition by a bank of the assets o f another institution through merger, consolidation,
or purchase may result in a change in the character of its assets or the scope o f its functions
within the meaning of condition numbered 1, and if at any time a member State bank subject
to such condition anticipates making any such acquisition a detailed report setting forth all the
facts in connection with the transaction should be made prom ptly to the Federal Reserve bank
o f the district in which such bank is located.
For many years, the Board prescribed, as standard conditions o f membership, a condition
which, in general, prohibited banks from engaging as a business in the sale o f real estate
loans to the puMic and certain conditions relating to the exercise of trust powers, including
one winch prohibited self-dealing in the investment o f trust funds. The elimination of these
conditions as standard conditions o f membership does not reflect any change in the Board’s
position as to the undesirability of the practices formerly prohibited by such conditions; and
attention is called to the fact that engaging as a business in the sale of real estate loans to
the public or failing to conduct trust business in accordance with the applicable State laws and
sound principles of trust administration may constitute unsafe or unsound practices and violate
condition numbered 1.
7 I f at any time, in the light of all the circumstances, the aggregate amount o f the bank’s
net capital and surplus funds appears to be inadequate, the bank, within such period as shall
be deemed by the Board to be reasonable for this purpose, shall increase the amount thereof to
an amount which in the judgment of the Board shall be adequate in relation to the ban k’s
aggregate deposit liabilities and other corporate responsibilities.
8 This applies to capital stock of all classes and to capital notes and debentures legally issued
and purchased by the Reconstruction Finance Corporation which, under the Federal Reserve
A ct, are considered as capital for purposes of membership.
A reduction in capital, however, shall not be deemed to b o contrary to this provision if,
tho same time, the capital is correspondingly increased or a specific reserve in an amount not
less than the amount of the capital reduction is set aside to provide for an increase in capital
and can be used for no other purpose; provided, of course, the transaction does not violate any
provision of applicable laws.
8 This condition will not be prescribed in connection with the admission o f mutual savings
banks to membership in the Federal Reserve System.
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SECTION 8. E S T A B L ISH M E N T O R M A IN T E N A N C E OF BRA N CH E S

(a) In general.— Every State bank which is or hereafter becomes
a member of the Federal Reserve System is subject to the provisions
of section 9 of the Federal Reserve Act relating to the establishment
and maintenance of branches in the United States or in a dependency
or insular possession thereof or in a foreign country. Under the pro
visions of section 9, member State banks establishing and operating
branches in the United States beyond the corporate limits of the city,
town, or village in which the parent bank is situated must conform
to the same terms, conditions, limitations, and restrictions as are
applicable to the establishment of branches by national banks under
the provisions of section 5155 of the Revised Statutes of the United
States relating to the establishment of branches in the United States,
except that the approval of any such branches must be obtained from
the Board rather than from the Comptroller of the Currency. Under
the provisions of section 9, member State banks establishing and
operating branches in a dependency or insular possession of the United
States or in a foreign country must conform to the terms, conditions,
limitations, and restrictions contained in section 25 of the Federal
Reserve Act relating to the establishment by national banks of
branches in such places. The principal applicable provisions of law
have been interpreted as follows:
(b) Branches in the United States.—
1. Branches established within the corporate limits of the city,
town, or village in which the parent bank is situated do not
require the approval of the Board.
2. Before a member State bank establishes a branch beyond
the corporate limits of the city, town, or village in which it is
situated, it must obtain the approval of the Board.
3. Before any nonmember State bank having a branch or
branches established after February 25, 1927, beyond the cor
porate limits of the city, town, or village in which the bank is
situated is admitted to membership in the Federal Reserve Sys
tem, it must obtain the approval of the Board for the retention
of such branches; and any provisions contained in this section
of this regulation which by their terms relate to the establish
ment or retention of branches by member State banks are equally
applicable to the retention by a nonmember State bank applying
for membership and having any branches previously established.
4. A member State bank located in a State which by statute
law permits the maintenance of branches within county or greater
limits may, with the approval of the Board, establish and operate,
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without regard to the capital requirements of section 5155 of the
Revised Statutes, a seasonal agency in any resort community
within the limits of the county in which the main office of such
bank is located for the purpose of receiving and paying out
deposits, issuing and cashing checks and drafts, and doing busi
ness incident thereto, if no bank is located and doing business in
the place where the proposed agency is to be located; and any
permit issued for the establishment of such an agency shall be
revoked upon the opening of a State or national bank in the
community where the agency is located.
5. Except as stated in the immediately preceding paragraph,
a member State bank which establishes a branch beyond the cor
porate limits of the city, town, or village in which it is situated
must have a paid-in and unimpaired capital stock of not less
than $500,000, except that, in a State with a population of less
than 1,000,000, and which has no city located therein with a
population exceeding 100,000, the capital stock shall be not less
than $250,000, and except that, in a State with a population of
less than 500,000, and which has no city located therein with a
population exceeding 50,000, the capital stock shall be not less
than $100,000. In any such case, the aggregate capital stock of
the member State bank and its branches shall at no time be less
than the aggregate minimum capital stock required by law for
the establishment of an equal number of national banking asso
ciations situated in the various places where such member State
bank and its branches are situated.
6. A member State bank may not establish a branch beyond
the corporate limits of the city, town, or village in which it is
situated unless such establishment and operation are at the time
authorized to State banks by the statute law of the State in ques
tion by language specifically granting such authority affirmatively
and not merely by implication or recognition, and subject to the
restrictions as to location imposed by the law of the State on
State banks.
7. Any member State bank which, on February 25, 1927, had
established and was actually operating a branch or branches in
conformity with the State law is permitted to retain and operate
the same while remaining a member of the Federal Reserve Sys
tem, regardless of the location of such branch or branches.
8. In order to remain a member of the Federal Reserve Sys
tem, every member State bank must relinquish any branch or
branches established after February 25, 1927, beyond the cor
porate limits of the city, town, or village in which the parent
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bank is situated, unless such branch or branches are in conformity
with or are brought into conformity with the same terms, condi
tions, limitations, and restrictions as would be applicable in the
case of the establishment of such branches.
9.
The removal of a branch from one town to another town
constitutes the establishment of a branch in such other town
within the meaning of the provisions of the Federal Reserve Act.
(c) Application for approval of branches in United States.—■
Any member State bank desiring to establish a branch beyond the
corporate limits of the city, town, or village in which it is located
and any nonmember State bank applying for membership and desir
ing to retain any branch established after February 25, 1927, beyond
the corporate limits of the city, town, or village in which the bank is
situated should submit a request for the approval by the Board of
any such branch to the Federal Reserve bank of the district in which
the bank is located. Any such request should be accompanied by
advice as to the scope of the functions and the character of the busi
ness which are or will be performed by the branch and detailed
information regarding the policy followed or proposed to be followed
with reference to supervision of the branch by the head office; and
the bank may be required in any case to furnish additional informa
tion which will be helpful to the Board in determining whether to
approve such request.
( d) Foreign branches.— Before a member State bank establishes
a branch in a foreign country, or dependency or insular possession
of the United States, it must have a capital and surplus of $1,000,000
or more and obtain the approval of the Board.
(e) Application for approval of foreign branches.—-Any member
State bank desiring to establish such a branch and any nonmember
State bank applying for membership and desiring to retain any such
branch established after February 25, 1927, should submit a request
for the approval by the Board of any such branch to the Federal
Reserve bank of the district in which the bank is located. Any such
request should be accompanied by advice as to the scope of the func
tions and the character of the business which arc or will be performed
by the branch and detailed information regarding the policy followed
or proposed to be followed with reference to supervision of the branch
by the head office; and the bank may be required in any case to
furnish additional information which will be helpful to the Board in
determining whether to approve such request.
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SECTION 9. PU BL IC A TIO N OF R E P O R T S OF M E M B E R BAN KS
A N D T H E IR A FFIL IA T E S 1“

(o)
Reports of member banks.— Each report of condition made
by a member State bank, which is required to be made to the Federal
Reserve bank of its district as of call dates fixed by the Board of
Governors of the Federal Reserve System, shall be published by
such member bank within twenty days from the date the call therefor
is issued.
The report shall be printed in a newspaper published in the place
where the bank is located or, if there be no newspaper published in
the place where the bank is located, then in a newspaper published
in the same or in an adjoining county and in general circulation in
the place where the bank is located. The term “ newspaper” , for the
purpose of this regulation, means a publication with a general circu
lation published not less frequently than once a week, one of the
primary functions of which is the dissemination of news of general
interest.
The copy of the report for the use of the printer for publication
should be prepared on Form 105e. The published information shall
agree in every respect with that shown on the face of the condition
report rendered to the Federal Reserve bank, except that any item
for which no amount is reported may be omitted in the published
statement. All signatures shall be the same in the published state
ment as in the original report submitted to the Federal Reserve bank,
but the signatures may be typewritten or otherwise copied on the
report for publication.
A copy of the printed report shall be submitted to the Federal
Reserve bank attached to the certificate on Form 105e.
(b ) Reports of affiliates.11—Each report of an affiliate of a mem-1
0
10 Under the provisions of section 9 of the Federal Reserve Act, reports o f condition of member
State banks which, under that section, must be made to the respective Federal Reserve banks
on call dates fixed by the Board of Governors of the Federal Reserve System “ shall b e pub
lished by the reporting banks in such manner and in accordance with such regulations as the
said Board may prescribe” .
Section 9 also provides that the reports of affiliates o f a member State bank which are required
by that section to be furnished to the respective Federal Reserve banks "shall be published by
the bank under the same conditions as govern its own condition reports” . The term “ affiliates” ,
as used in this provision of section 9, under the express terms o f that section, includes "holding
company affiliates as well as other affiliates” , but a member State bank is not required t o
furnish to a Federal Reserve bank the report o f an affiliated member bank.
11 Section 21 of the Federal Reserve A ct, among other things, provides as follow s: "W h en 
ever member banks are required to obtain reports from affiliates, or whenever affiliates o f
member banks are required to submit to examination, the Board o f Governors o f the Federal
Reserve System or the Comptroller o f the Currency, as the case may be, may waive such
requirements with respect to any such report or examination o f any affiliate if in the judgment
o f the said Board or Comptroller, respectively, such report or examination is not necessary to
disclose fully the relations between such affiliate and such bank and the effect thereof upon the
affairs of such bank.” Therefore, o f course, in any case where the Board o f Governors waives
the filing of a report o f an affiliate o f a member State bank, no publication of a report o f
such affiliate is required.
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ber State bank, including a holding company affiliate, shall be pub
lished at the same time and in the same newspaper as the affiliated
bank’s own condition report submitted to the Federal Reserve bank,
unless an extension of time for submission of the report of the
affiliate has been granted under authority of the Board of Governors
of the Federal Reserve System. When such extension of time has
been granted, the report of the affiliate must be submitted and pub
lished before the expiration of such extended period in the same news
paper as the condition report of the bank was published.
The copy of the report for the use of the printer for publication
should be prepared on Form 220a. The published information shall
agree in every respect with that shown on the face of the report of
the affiliate furnished to the Federal Reserve bank by the affiliated
member bank, except that any item appearing under the caption
“ Financial relations with bank” against which the word “ none”
appears on the report furnished to the Federal Reserve bank may be
omitted in the published statement of the affiliate, provided that if
the word “ none” is shown against all of the items appearing under
such caption in the report furnished to the Federal Reserve bank
the caption “ Financial relations with bank” shall appear in the pub
lished statement followed by the word “ none.” All signatures shall be
the same in the published statement as in the original report submitted
to the Federal Reserve bank, but the signatures may be typewritten
or otherwise copied on the report for publication.
A copy of the printed report shall be submitted to the Federal
Reserve bank attached to the certificate on Form 220a.
SECTION

10. V O L U N T A R Y W IT H D R A W A L F R O M

F E D E R A L R E SE R V E SYST E M

(a) General.— Any State bank desiring to withdraw from member
ship in a Federal Reserve bank may do so after six months’ written
notice has been filed with the B oard;12 and the Board, in its discre
tion, may waive such six months’ notice in any individual case and
may permit such bank to withdraw from membership in a Federal
Reserve bank, subject to such conditions as the Board may prescribe,
prior to the expiration of six months from the date of the written
notice of its intention to withdraw.
(b) Notice of intention of withdrawal.— Any State bank desiring
to withdraw from membership in a Federal Reserve bank should
u Under specific provisions of section 9 o f the Federal Reserve Act, however, no Federal
Reserve bank shall, except upon express authority of the Board, cancel within the same calendar
year m ore than twenty-five per cent o f its capital stock for the purpose o f effecting voluntary
withdrawals during that year. All applications for voluntary withdrawals are required b y the
law to be dealt with in the order in which they are filed with the Board.

12

REGULATION H

signify its intention to do so in a letter addressed to the Board and
mailed to the Federal Reserve bank of which such bank is a member.
Such letter should state clearly the reason for the bank’s desire to
withdraw. Any such bank desiring to withdraw from membership
prior to the expiration of six months from the date of written notice
of its intention to withdraw should so state in the letter signifying
its intention to withdraw and should state the reason for its desire to
withdraw prior to the expiration of six months.
Every notice of intention of a bank to withdraw from membership
in the Federal Reserve System and every application for the waiver
of such notice should be accompanied by a certified copy of a resolu
tion duly adopted by the board of directors of such bank authorizing
the withdrawal of such bank from membership in the Federal Reserve
System and authorizing a certain officer or certain officers of such
bank to file such notice or application, to surrender for cancellation
the Federal Reserve bank stock held by such bank, to receive and
receipt for any moneys or other property due to such bank from the
Federal Reserve bank and to do such other things as may be necessary
to effect the withdrawal of such bank from membership in the Federal
Reserve System.
Notice of intention to withdraw or application for waiver of six
months’ notice of intention to withdraw by any bank which is in the
hands of a conservator or other State official acting in a capacity
similar to that of a conservator should be accompanied by advice
from the conservator or other such State official that he joins in such
notice or application.
(c)
Time and method of effecting actual withdrawal.— Upon
the expiration of six months after notice of intention to withdraw
or upon the waiving of such six months’ notice by the Board, such
bank may surrender its stock and its certificate of membership to the
Federal Reserve bank and request that same be canceled and that
all amounts due to it from the Federal Reserve bank be refunded.13
Unless this is done within two months after the expiration of such
18 A bank’s withdrawal from membership in the Federal Reserve System is effective on the
date on which the Federal Reserve bank stock held b y it is duly canceled. Until such stock
has been canceled, such bank remains a member of the Federal Reserve System, is entitled to
all the privileges o f membership, and is required to comply with all provisions of law and all
regulations o f the Board pertaining to member banks and with all conditions o f membership
applicable to it. Upon the cancellation o f such stock, all rights and privileges o f such bank
as a member bank shall terminate.
U pon the cancellation o f such stock, and after due provision has been made for any indebted
ness due or to become due to the Federal Reserve bank, such bank shall be entitled to a
refund o f its cash paid subscription with interest at the rate o f one-half o f one per cent per
month from the date o f last dividend, the amount refunded in no event to exceed the book
value o f the stock at that time, and shall likewise be entitled to the repayment o f deposits
and o f any other balance due from the Federal Reserve bank.
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six months’ notice or after the waiver of such notice by the Board,
or unless the bank requests and the Board grants an extension of time,
such bank will be presumed to have abandoned its intention of with
drawing from membership and will not be permitted to withdraw
without again giving six months’ written notice or obtaining the
waiver of such notice.
(d)
Withdrawal of notice.—Any bank which has given notice of
its intention to withdraw from membership in a Federal Reserve bank
may withdraw such notice at any time before its stock has been
canceled and upon doing so may remain a member of the Federal
Reserve System. The notice rescinding the former notice should be
accompanied by a certified copy of an appropriate resolution duly
adopted by the board of directors of the bank.
SECTION 11. B O A R D FO R M S

All forms referred to in this regulation and all such forms as they
may be amended from time to time shall be a part of this regulation.

APPENDIX
Statutory Provisions
Section 9 of the Federal Reserve Act provides as follows:
Applications for membership by State banks 1
Any bank incorporated by special law of any State, or organized
under the general laws of any State or of the United States, including
Morris Plan banks and other incorporated banking institutions en
gaged in similar business, desiring to become a member of the Federal
Reserve System, may make application to the Board of Governors of
the Federal Reserve System, under such rules and regulations as it
may prescribe, for the right to subscribe to the stock of the Federal
reserve bank organized within the district in which the applying bank
is located. Such application shall be for the same amount of stock
that the applying bank would be required to subscribe to as a national
bank. For the purposes of membership of any such bank the terms
“ capital” and “ capital stock” shall include the amount of outstanding
capital notes and debentures legally issued by the applying bank and
purchased by the Reconstruction Finance Corporation. The Board
of Governors of the Federal Reserve System, subject to the provisions
of this Act and to such conditions as it may prescribe pursuant thereto
may permit the applying bank to become a stockholder of such
Federal reserve bank.
Branches of State member banks
Any such State bank which, at the date of the approval of this
Act, has established and is operating a branch or branches in con
formity with the State law, may retain and operate the same while
remaining or upon becoming a stockholder of such Federal reserve
bank; but no such State bank may retain or acquire stock in a Federal
reserve bank except upon relinquishment of any branch or branches
established after the date of the approval of this Act beyond the
limits of the city, town, or village in which the parent bank is situated.
Provided, however, That nothing herein contained shall prevent any
State member bank from establishing and operating branches in the
United States or any dependency or insular possession thereof or in
any foreign country, on the same terms and conditions and subject
to the same limitations and restrictions as are applicable to the estab
lishment of branches by national banks except that the approval of
the Board of Governors of the Federal Reserve System, instead of
the Comptroller of the Currency, shall be obtained before any State
member bank may hereafter establish any branch and before any
State bank hereafter admitted to membership may retain any branch
established after February 25, 1927, beyond the limits of the city,
town, or village in which the parent bank is situated.
1 This and subsequent catchlines are not a part of the law.

15

16

REGULATION H

Financial condition, management and powers
In acting upon such application the Board of Governors of the
Federal Reserve System shall consider the financial condition of the
applying bank, the general character of its management, and whether
or not the corporate powers exercised are consistent with the purposes
of this act.
Payment of subscription
Whenever the Board of Governors of the Federal Reserve System
shall permit the applying bank to become a stockholder in the Federal
reserve bank of the district its stock subscription shall be payable
on call of the Board of Governors of the Federal Reserve System, and
stock issued to it shall be held subject to the provisions of this act.
Provisions of law to be complied with; reports of condition
All banks admitted to membership under authority of this section
shall be required to comply with the reserve and capital requirements
of this act and to conform to those provisions of law imposed on
national banks which prohibit such banks from lending on or pur
chasing their own stock, which relate to the withdrawal or impairment
of their capital stock, and which relate to the payment of unearned
dividends. Such banks and the officers, agents, and employees thereof
shall also be subject to the provisions of and to the penalties pre
scribed by section fifty-two hundred and nine of the Revised Statutes,
and shall be required to make reports of condition and of the pay
ment of dividends to the Federal reserve bank of winch they become
a member. Not less than three of such reports shall be made annually
on call of the Federal reserve bank on dates to be fixed by the Board
of Governors of the Federal Reserve System. Failure to make Such
reports within ten days after the date they arc called for shall subject
the offending bank to a penalty of $100 a day for each day that it
fails to transmit such report; such penalty to be collected by the
Federal reserve bank by suit or otherwise. Such reports of condition
shall be in such form and shall contain such information as the
Board of Governors of the Federal Reserve System may require and
shall be published by the reporting banks in such manner and in
accordance with such regulations as the said Board may prescribe.
Examinations
As a condition of membership such banks shall likewise be subject
to examinations made by direction of the Board of Governors of the
Federal Reserve System or of the Federal reserve bank by examiners
selected or approved by the Board of Governors of the Federal R e
serve System.
Acceptance of State examinations; expenses; reports of examinations
Whenever the directors of the Federal reserve bank shall approve
the examinations made by the State authorities, such examinations
and the reports thereof may be accepted in lieu of examinations made
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by examiners selected or approved by the Board of Governors of the
Federal Reserve System: Provided, however, That when it deems
it necessary the board may order special examinations by examiners
of its own selection and shall in all cases approve the form of the
report. The expenses of all examinations, other than those made by
State authorities, may, in the discretion of the Board of Governors
of the Federal Reserve System, be assessed against the banks exam
ined and, when so assessed, shall be paid by the banks examined.
Copies of the reports of such examinations may, in the discretion of
the Board of Governors of the Federal Reserve System, be furnished
to the State authorities having supervision of such banks, to officers,
directors, or receivers of such banks, and to any other proper persons.
Forfeiture of membership
If at any time it shall appear to the Board of Governors of the
Federal Reserve System that a member bank has failed to comply
with the provisions of this section or the regulations of the Board of
Governors of the Federal Reserve System made pursuant thereto,
or has ceased to exercise banking functions without a receiver or
liquidating agent having been appointed therefor, it shall be within
the power of the board after hearing to require such bank to surrender
its stock in the Federal reserve bank and to forfeit all rights and
privileges of membership. The Board of Governors of the Federal
Reserve System may restore membership upon due proof of compli
ance with the conditions imposed by this section.
Voluntary withdrawal from membership
Any State bank or trust company desiring to withdraw from mem
bership in a Federal reserve bank may do so, after six months’ written
notice shall have been filed with the Board of Governors of the Fed
eral Reserve System, upon the surrender and cancellation of all of its
holdings of capital stock in the Federal reserve bank: Provided, That
the Board of Governors of the Federal Reserve System, in its discre
tion and subject to such conditions as it may prescribe, may waive
such six months’ notice in individual cases and may permit any such
State bank or trust company to withdraw from membership in a
Federal reserve bank prior to the expiration of six months from the
date of the written notice of its intention to withdraw: Provided,
however, That no Federal reserve bank shall, except under express
authority of the Board of Governors of the Federal Reserve System,
cancel within the same calendar year more than twenty-five per
centum of its capital stock for the purpose of effecting voluntary
withdrawals during that year. All such applications shall be dealt
with in the order in which they arc filed with the board. Whenever
a member bank shall surrender its stock holdings in a Federal reserve
bank, or shall be ordered to do so by the Board of Governors of the
Federal Reserve System, under authority of law, all of its rights and
privileges as a member bank shall thereupon cease and determine,
and after due provision has been made for any indebtedness due or
to become due to the Federal reserve bank it shall be entitled to a
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refund of its cash paid subscription with interest at the rate of onehalf of one per centum per month from date of last dividend, if
earned, the amount refunded in no event to exceed the book value
of the stock at that time, and shall likewise be entitled to repayment
of deposits and of any other balance due from the Federal reserve
bank.
Capital required for membership
No applying bank shall be admitted to membership in a Federal
reserve bank unless it possesses a paid-up unimpaired capital suffi
cient 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: Provided, That this paragraph shall not apply to
State banks and trust companies organized prior to the date this
paragraph as amended takes effect and situated in a place the popula
tion of which does not exceed three thousand inhabitants and having
a capital of not less than $25,000, nor to any State bank or trust
company which is so situated and which, while it is entitled to the
benefits of insurance under section 12B of this Act, increases its capital
to not less than $25,000.
Waiver of membership requirements as to insured banks
(The provisions of this paragraph of the statute relate to waiver of
membership requirements for banks which were formerly required to
become members of the Federal Reserve System under subsection (y)
of section 12B of the Federal Reserve Act. In view of an amendment
of June 20, 1939, repealing the requirement for membership, the pro
visions relating to waiver of membership requirements are no longer
effective, and, accordingly, are not printed herein.)
Laws to which subject
Banks becoming members of the Federal Reserve System under
authority of this section shall be subject to the provisions of this
section and to those of this act which relate specifically to member
banks, but shall not be subject to examination under the provisions
of the first two paragraphs of section fifty-two hundred and forty of
the Revised Statutes as amended by section twenty-one of this act.
Subject to the provisions of this act and to the regulations of the
board made pursuant thereto, any bank becoming a member of the
Federal Reserve System shall retain its full charter and statutory
rights as a State bank or trust company, and may continue to exercise
all corporate powers granted it by the State in which it was created,
and shall be entitled to all privileges of member banks: Provided,
however, That no Federal reserve bank shall be permitted to discount
for any State bank or trust company notes, drafts, or bills of exchange
of any one borrower who is liable for borrowed money to such State
bank or trust company in an amount greater than that which could
be borrowed lawfully from such State bank or trust company were
it a national banking association. The Federal reserve bank, as a
condition of the discount of notes, drafts, and bills of exchange for
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such State bank or trust company, shall require a certificate or
guaranty to the effect that the borrower is not liable to such hank
in excess of the amount provided by this section, and will not be per
mitted to become liable in excess of this amount while such notes,
drafts, or bills of exchange are under discount with the Federal
reserve bank.
False certification of checks
It shall be unlawful for any officer, clerk, or agent of any bank
admitted to membership under authority of this section to certify
any check drawn upon such hank unless the person or company draw
ing the check lias cm deposit therewith at the time such check is
certified an amount of money equal to the amount specified in such
check. Any check so certified by duly authorized officers shall be a
good and valid obligation against such bank, but the act of any such
officer, clerk, or agent in violation of this section may subject such
bank to a forfeiture of its membership in the Federal Reserve System
upon hearing by the Board of Governors of the Federal Reserve
System.
Government depositaries and financial agents
All banks or trust companies incorporated by special law or organ
ized under the general laws of any State, which are members of the
Federal Reserve System, when designated for that purpose by the
Secretary of the Treasury, shall be depositaries of public money, under
sucli regulations as may be prescribed by the Secretary; and they
may also be employed as financial agents of the Government; and
they shall perform all such reasonable duties, as depositaries of
public money and financial agents of the Government, as may be
required of them. The Secretary of the Treasury shall require of
the banks and trust companies thus designated satisfactory security,
by the deposit of United States bonds or otherwise, for the safe
keeping and prompt payment of the public money deposited with
them and for the faithful performance of their duties as financial
agents of the Government.
Admission to membership of mutual savings banks
Any mutual savings bank having no capital stock (including any
other banking institution the capital of which consists of weekly or
other time deposits which are segregated from all other deposits and
are regarded as capital stock for the purposes of taxation and the
declaration of dividends), but having surplus and undivided profits
not less than the amount of capital required for the organization of
a national bank in the same place, may apply for and be admitted to
membership in the Federal Reserve System in the same manner and
subject to tlie same provisions of law as State hanks and trust com
panies, except that any such savings bank shall subscribe for capital
stock of the Federal reserve bank in an amount equal to six-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 ad
mission to membership. Thereafter sucli subscription shall be adjusted
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semiannually on the same percentage basis in accordance with rules
and regulations prescribed by the Board of Governors of the Federal
Reserve System. If any such mutual savings bank applying for
membership is not permitted 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. Thereafter such deposit
shall be adjusted semiannually in the same manner as subscriptions
for stock. Such deposits 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
interest thereon at the same rate as dividends are actually paid on
outstanding shares of stock of such Federal reser ve bank. If the laws
under which any such savings bank was organized be amended so as
to authorize mutual savings banks to subscribe for Federal reserve
bank stock, such savings bank shall thereupon subscribe for the
appropriate amount of stock in the Federal reserve bank, and the
deposit hereinbefore provided for in lieu of payment upon capital
stock shall be applied upon such subscription. If the laws under
which any such savings 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 Federal reserve bank stock, or if such laws be so amended
and such bank fail within six 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 member banks and trust companies. Each such
mutual savings bank shall comply with all the provisions of law
applicable to State member banks and trust companies, w ith' the
regulations of the Board of Governors of the Federal Reserve System
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.
Reports of affiliates
Each bank admitted to membership under this section shall obtain
from each of its affiliates other than member banks and furnish to
the Federal reserve bank of its district and to the Board of Governors
of the Federal Reserve System not less than three reports during each
year. Such reports shall be in such form as the Board of Governors
of the Federal Reserve System 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 information hereinafter provided
for as of dates identical with those fixed by the Board of Governors
of the Federal Reserve System 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 time as the corresponding
report of the affiliated member bank, except that the Board of G ov
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ernors of the Federal Reserve System may, in its discretion, extend
such time for good cause shown. Each such report shall contain such
information as in the judgment of the Board of Governors of the
Federal Reserve System shall be necessary to disclose fully the rela
tions between such affiliate and such bank and to enable the Board
to inform itself as to the effect of such relations upon 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.
Additional reports of affiliates
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 Board of Governors of the Federal Re
serve System may be necessary in order to obtain a full and complete
knowledge of the condition of the affiliated member bank. Such addi
tional reports shall be transmitted to the Federal reserve bank and
the Board of Governors of the Federal Reserve System and shall be
in such form as the Board of Governors of the Federal Reserve Sys
tem may prescribe.
Failure to obtain reports of affiliates
Any such affiliated member bank which fails to obtain from any
of its affiliates and furnish any report provided for by the two pre
ceding 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 Board of Governors of the Federal Reserve System,
may be collected, by suit or otherwise, by the Federal reserve bank
of the district in which such member bank is located. For the pur
poses of this paragraph and the two preceding paragraphs of this
section, the term “ affiliate” shall include holding company affiliates
as well as other affiliates.
Dealings in investment securities and stock
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.
Divorce of stock from stock of other corporations
After the date of the enactment of the Banking Act of 1935, no
certificate evidencing the stock of any State member bank shall bear
any statement purporting to represent the stock of any other corpora
tion, except a member bank or a corporation engaged on June 16, 1934
in holding the bank premises of such member bank, nor shall the
ownership, sale, or transfer of any certificate representing the stock
of any State member 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 or a corpora
tion engaged on June 16, 1934 in holding the bank premises of such
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member bank: Provided, That this section shall not operate to pre
vent the ownership, sale, or transfer of stock of any other corporation
being conditioned upon the ownership, sale, or transfer of a certificate
representing stock of a State member bank.
Holding company affiliates
Each State member bank affiliated with a holding company affiliate
shall obtain from such holding company affiliate, within such time as
the Board of Governors of the Federal Reserve System shall prescribe,
an agreement that such holding company affiliate shall be subject to
the same conditions and limitations as arc applicable under section
5144 of the Revised Statutes, as amended, in the case of holding
company affiliates of national banks. A copy of each such agreement
shall be filed with the Board of Governors of the Federal Reserve
System. Upon the failure of a State member bank affiliated with a
holding company affiliate to obtain such an agreement within the
time so prescribed, the Board of Governors of the Federal Reserve
System shall require such bank to surrender its stock in the Federal
reserve bank and to forfeit all rights and privileges of membership
in the Federal Reserve System as provided in this section. Whenever
the Board of Governors of the Federal Reserve System shall have
revoked the voting permit of any such holding company affiliate, the
Board of Governors of the Federal Reserve System may, in its discre
tion, require any or all State member banks affiliated with such hold
ing company 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 in this section.
Examination of affiliates
In connection with examinations of State member banks, examiners
selected or approved by the Board of Governors of the Federal Re
serve System shall make such examinations 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 exam
ination of affiliates of any State member bank may, in the discretion
of the Board of Governors of the Federal Reserve System, 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 examination 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 Board of Governors of the Federal
Reserve System may, in its discretion, require any or all State mem
ber banks affiliated with such affiliate to surrender their stock in the
Federal reserve bank and to forfeit all rights and privileges of mem
bership in the Federal Reserve System, as provided in this section.
N

The provisions of law specifically referred to in section 9 and
other provisions to which a State bank which is a member of the
Federal Reserve System is subject are printed in the Federal Re
serve Act or the Appendix thereto as compiled under the direction
of the Board of Governors of the Federal Reserve System.
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