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IN THE SENATE OF THE UNITED STATES
JaNvary-21, 1932

Mr. Grass introduced the following bill; which was read twice and referred
to the Committee on Banking and Currency

A BILL

To provide for the safer and more effective use of the assets of
Federal reserve hanks and of national banking associations,
to regulate interbank control, to prevent the undue diver-
sion 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 short title of this Act shall be the ““ Banking Aect
of 1932.”

Sec. 2. As used in this Act—

(a) The terms “bank,” “national bank,” “ national

banking association,” ““ member bank,” *“ board,” “ district,”
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and * reserve bank ” shall have the meanings assigned 1o
them in section 1 of the Federal Reserve Act, as amended.

(b) The term “affiliate” (except where otherwise
expressly defined) shall include the following:

(1) Any corporation in which a national bank or a
member bank, directly or indirectly owns or controls a
majority of the voting shares of its capital, or a lesser
number of such shares if such lesser number shall amount
to more than 50 per centum of the shares voted for the
election of directors at the preceding annual meeting of such
corporation; or any corporation in which a national bank
or a member bank in any other manner directly or indirectly
controls the election of a majority of its board of directors; or

(2) Any corporation which directly or indirectly owns
or controls a majority of the shares of capital stock of a
national bank or member bank, or a lesser number of shares
if such lesser number shall amount to more than 50 per
centum of the shares voted for the election of directors at
the preceding annual meeting of such national bank or
member bank; or any corporation which in any other man-
ner directly or indirectly controls the election of a majority
of the board of directors of such national bank or member
bank; or

(3) Any corporation of which a majority of the voting

shares of the capital stock, or a lesser number of shares of
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such lesser number shall amount to more than 50 per centum
of the shares voted [or the election of directors at the pre-
ceding annual meeting of such corporation, is directly or
indirectly owned or controlled by the same or substantially
the same stockholders as directly or indirectly own or con-
trol & majority of the shares of capital stock of-sueh-national
bank or member bank, or a lesser number of shares if such
lesser number shall amount to more than 50 per centum of
the shares voted for the election of directors at the preced-
ing annual meeting of such national bank or member bank;
or

(4) Any corporation a majority of directors of which
shall be directors of any such national bank or member
bank, or of which a majority of the executive committee of
its board of directors are directors of such national bank or
member bank ; or

() Any corporation the hoard of directors of which
shall comprise a majority of the hoard of directors of any
such national bank or member bank, or the executive com-
mittee of the hoard of directors of which shall comprise a
majority of the executive committee of such national bank
or member bank.

(¢) * Holding company ” means any affiliate specified

in subdivision (2) of subsection (b) of this section.
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d) “Subsidiary ” means any affiliate specified in : - o
(d) : y P | j - credit facilities of the Federal reserve system within the

2! 'subdivision (1) ‘offsubsection () of this’section. 4 9 limitations of this Act. Such facilities shall not be extended
5 (e) *Commerce” means commerce as defined by | 2 to member banks for the purpose of making or carrying
4 section 1 of the Act entitled “An Act To supplement existing 4 . loans seovering investments, or;facilitating rthe earrying of,
5 laws against unlawful restraints and monopolies, and for 5 or trading in, stocks, bonds, or other investment securities
6 other purposes,” approved October 15, 1914, as amended. ¢ other than obligations of the Government of the United
¥ (f) “Demand deposits” means all deposits payable 7 States. Hach Federal reserve bank shall keep itself in-
SRS S g formed of the loan and investment practices of its member
2 (g) Time deposits ” includes all deposits payable after o banks and the uses made by them of the credit facilities of

thirty days, all savings ac ts and certificates 1 it . .
L AFeAYE: all e il pisodia S GRASS I REC RO HRE A 10 the Federal reserve system. The chairman of each Fed-

: h_i h e 3 ; 1 g s ’ g .
11 which are subject to not less than thixty days’ noticebefore 11 eral reserve bank shall report to the Federal Reserve Board

19| rpayment  (azoeptithilt—deposite)s 'and jall postal-savings 12 any undue, unauthorized, or improper use of such credit

£ et 13 facilities, together with his recommendation for remedial
b {huj <Pt dapostts--memm—aii~depaslis. subjeciio 14 action in the matter. The Federal Reserve Board may,
15 not less than sixty days’ notice before payment which are J5 in its discretion, suspend for not more than one year from
16 oot subject to transferby check and THetatal menthly bal- 16 the use of the credit facilities of the Federal reserve system
R R s S s e B 17 any member bank making undue, unauthorized, or improper
1& Src. 3. The fourth paragraph after paragraph ' 1 0ts ot e aclies

19 “Eighth” of section 4‘ of the Federal Reserve Act, as 19 Suo. 4. The twenty-ffth paragraph of section 4 of the
90 amended, is amended by inserting before the period at the ; ' 90 Tederal Reserve Act, as amended, is amended by inserting

21" end ‘thereof & comma ‘and the following: but only ‘i 21 before the period at the end thereof a colon and the follow-

99 such discounts, advancements, and accommodations are in- A :
’ ’ 929 ing: “Provided, That no such vote shall be cast by or on

S d for the ace dati f commerce, 1 5 d ! a5 3
§"tended for tié'decommodation of Gommerce, mndustry, a 94 behalf of any member bank, if a majority of its stock shall

%4 spbalne e (Hademl Bearsn (et Sprte 94 be held or owned by any holding company, affiliate, or other

95 regulations further defining and regulating the use of the

95  corporation, which is in fact one of a chain, or of a jointly
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1 controlled group of banks, controlled by an individual, or if - : : :
1 such-banks-fromtending on or purchasing their own stock;
2 its stock is in the hands of a voting trust, or if in any other : . b mi gy s ;
9  whieh relate to the withdrawal or impairment of their capital
3 way such bank is prevented from acting subject to the un- : ' ivi
: 8 stock, and which relates to the pavment of unearned divi-
4 controlled decision of the general body of stockholders of . '
' 4 dends. They shall also comply with all the requirements of
5 such bank locally resident in the town or city in which such . : - 3
5 this Act applicable to national banks. Such banks and the
6 bank is established.” ! :
¢ officers, agents, and employees thereof shall also be subject
7 SEC. 5. The first paragraph of section 7 of the Federal % ; . . y
7 to the provisions of and to the penalties prescribed by section
8 Reserve Act, as amended, is amended to read as follows: ” - . :
8 5209 of the Revised Statutes, and shall be required to make
¢ 1yens 3 .
9 ‘After all necessary expenses of a Federal reserve bank . e : 2
9 reports of condition and of the payment of dividends to the
10  shall have been paid or provided for, the stockholders shall e
: 10 Federal reserve bank of which they hecome a member. Not
11 be entitled to receive an annual dividend of 6 per centum on
11 less than three of such reports shall be made annually on call
12 the paid-in capital stock, which dividend shall be camulative. . -
12 of the Federal reserve bank on dates to be fixed by the
13 After the aforesaid dividend claims have been fully met the _ Tp, :
: i3 TFederal Reserve Board. Failure to make"such reports
14 net earnings, beginning with the net earnings for the year

14 within ten days after the date they are called for shall subject

15 ending December 31, 1932, shall be paid to the Fe
,» 1952, sha aid ¢ deral ouls :
= , = 15 the offending bank to a penalty of $100 a day for each day

16 Liquidating Corporation provided for in section 12B of this Lt y
16 that it fails to transmit such report; such penalty to be col-

17 Act and shall be used by the said corporation for carrving
P SEYALS 17 leeted-by-theFederal reserve-bank by suit-or otherwise.”

18 out the purposes of such section.”
I8 » Section 9 of the Federal Reserve Act, as amended, 1s

19 SEE.—6:Bection 9 of the Federal Reserve Act
e ’ ¢ serve-—Acl, as . . . .
J {9 further amended by inserting between the fifth and sixth

20 amended, is“amended by changing the fifth paragraph
» 20 paragraphs thereof the following new paragraph:
21 thereof to read as follows:
: 91 “Tach affiliate of a bank admitted to membership

#

(3 13 ik - - .
22 All banks admitted to membership under authority of gy Wik . . y :
22 under authority of this section shall, during the period of twe

23 this section shall be required to comply with the reserve and _ , _ : . ;
93  vears after this section as amended takes effect, make and

24 capital requirements of thi o
2 _ s of this Act and to conform to those i i
; 24 furnish to the president of the bank, for transmission by him

25  provisions of law iriiposed on national banks which prohibit

io the Federal Reserve Board, not less than three reports

Loer
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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 cover the
condition of such afliliate on dates identical with those fixed
by the Federal Reserve Board for reports of the condition
of the member bank. Each such report of an affiliate shall
be transmitted to the Federal Reserve Board at the same
time as the corresponding report of the member bank,
except that the Federal Reserve Board may, in its discre-
tion, extend such time for good cause shown. Each such
report shall exhibit in detail and under appropriate heads,
the holdings of the affiliate in question, their cost and present
value, the expenses of operation for the preceding year, and
the balance sheet of the enterprise. It shall be the duty
of the president of such member bank to satisfy himself
as to the correctness of the report before transmitting the
same to the Federal Reserve Board. Any affiliate which
fails to make and furnish any report required of it under
this section, and any member bank whose president fails
to transmit, as required by this section, any such report
furnished to him, shall be subject to a penalty of $100 lor
each day during which such failure continues. As used in

this paragraph the term °affiliate’ includes a trust com-
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pany, a finance company, securities company, investment
trust or other similar institution, or any other corporation,
of which control is held, directly or indirectly, throngh stock
ownership or in any other manner, by any such bank or by
the shareholders thereof who own or control a majority of
the stock of such bank.”

Seo. 7. (a) The first paragraph of section 10 of the
Federal Reserve Aect, as amended, is amended to read as
follows:

“A Federal Reserve Board is hereby created which
shall consist of seven members, including the Comptroller
of the Currency, who shall be a member ex officio, and six
members appointed by the President of the United States,
by and with the advice and consent of the Senate. In select-
ing the six appointive members of the Federal Reserve
Board, not more than one of whom shall be selected from
any one Federal reserve district, the President shall have
due regard to a fair representation of the financial, agricul-
tural, industrial, and commercial interests, and geographical
divisions of the country, and at least two of such members
shall be persons of tested banking experience. The six
members of the Federal Reserve Board appointed by the
President and confirmed as aforesaid shall devote their entire

time to the business of the Federal Reserve Board and shall

each receive an annual salary of $12,000, payable monthly,
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together with actual necessary traveling expenses, and the
Comptroller of the Currency, as ex officio member of the
Federal Reserve Board, shall, in addition to the salary now
paid him as Comptroller of the Currency. receive the sum
of $7,000 annually for his services as a member of said
board.”

(b) The second paragraph of section 10 of the Fed-
eral Reserve Act, as amended, is amended to read as follows:

*“ The Comptroller of the Currency shall he ineligible
during the time he is in office 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 ineligible during the time they are in office
and for two years thereafter to hold any office, position,
or employment in any member bank, except that this
restriction shall not apply to a member who has served
the full term for which he was appointed. Upon the ex-
piration of the term of any member of the Federal Reserve
Board in office when this paragraph as 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 member in any two-year period, and there-

after each member shall hold office for a term of twelve
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years. Of the six persons thus appointed, one shall be desig-
nated by the President as governor and one as vice governor
of the Federal Reserve Board. The governor of the Federal
Reserve Board, subject to its supervision, shall be its active
executive officer. Hach member of the Federal Reserve
Board shall within fifteen days after notice of appointment
make and subscribe to the oath of office.”

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

“ 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 imstitution, or trust company; and before entering
upon his duties as a member of the Federal Reserve Board
he shall certify under oath to be filed with the secretary of
the board that he has complied with this requirement.
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 uppolintcd by the President, with the advice and
consent of the Senate, to fill such vacancy, and when ap-
pointed he shall hold office for the unexpired term of the
member whose place he is selected to fill.”

“SE6—8Bubseetion—(e)—of section- 11 of the Federal

Reserve Act, as amended, is amended-to read as. follows:
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“(e). To-add-tothe number of cities classified as
reserve and central reserve cities under existing law in
which national banking associations are subject to the re-
serve requirements set forth in section 20 of this Act; or to
reclassify reserve orcentral reserve cities or to terminate
their designation as sueh: Provided, however, That the
Federal Reserve Board shall, within two years after this
subsection as amended takes effect, prepare and put into
effect a complete reclassification of reserve and central
reserve cities, but such reclassification'shall be so effected
as to maintain a total reserve requirement. for the national
banking gystem as a whole which shall not bhe less in the
aggregate than the total reserves of national banking asso-
ciations computed on the basis of the last all-member-bank
report furnished to the Federal Reserve Board preceding
sueh. reclassifications”

SEC,.9. Subsection (m) of section 11 of the Federal
Reserve Act, as amended, is amended to read as follows:

“(m) Upon the affirmative vote of not less than six
of its members the Federal Reserve Board shall have power
to fix from time to time for, each Federal-reserve-district the
percentage of individual bank capital and surplus, which may

YA

be represented by loans, secured by collateral by member
banks. within such district_but no loan shall be made by

any. such bank-to-any person in-an amount in excess of 10
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per-centum of the unimpaired capital and surplus of such
bank. Any percentage so fixed by the Federal Reserve
Board shall be subject to change from time to time upon
ten days’ mnotice, and it shall be the duty of the board to
establish such percentages with a view to preventing the
undue use of bank loans for the speculative carrying of
securities. The Federal Reserve Board shall have power
to direct any member bank to refrain from further increase
of ity security loans for any period up to one year under
peﬁélty of stiépension of :sﬂl 1'edisé.bunt "privileges;‘ at Federal
reserve banks.”

SEC.-10.-The-Kederal . Reserve - Aet, as. amended, is
further amended by inserting between sections 11 and 12
thereof the following new section:

“ SEo. 11A% Upon receiving the unanimous consent of
the members of the Federal Reserve Board, any Federal
reserve bank may make advanees to groups of ten or more
member banks within its distriet upon their joint and several
demand promissory notes in such amounts as the board of
directors of such Federal reserve bank may determine, but
such advances may be made to a lesser number of such
member banks if the aggregate amount of thei: demand and
time deposits constitutes at least 10 per centum of the entire
demand and time deposits of the member banks within. such

distriet.  Such banks shall be authorized to distribute the
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proceeds-of-such loans to such of their number and in such
amounts as they may agree upon, but before so doing they
shall request such recipient banks to deposit with a suitable
trustee, representing the entire group, their individual notes
made in faver of the group and protected by such collateral
security as may be agreed upon. The Federal reserve bank
making any such'advance shall charge and reserve a rate
of interest of not less than one-half of 1 per centum a
month for the first period of ninety days of the life of such
advance, and thereafter the rate of interest shall be increased
by one-fourth of 1 per centum a month for each succeeding
period of ninety days or fraction thereof. The banks
included in any such group which receive the proceeds of
any such advance shall pay to the group collectively interest
equal to the entire interest paid by the group during the life
of the advance, plus an indorsement fee of 1 per centum
upon the total amount of the advance. The indorse-
ment fee so received by the group shall, after pay-
ment of all expenses, be distributed to the members of the
group in proportion to their capital funds. No such joint
notes upon which advances are made by a Federal reserve
bank under this section shall be eligible under section 16
of this Act.as collateral-security for Federal reserve notes.”

SEC.. li. No national banking association and no mem-

ber bank shall (1) make any loan or any extension of credit

15

to any affiliate organized and existing for the purpose of buy-
ing and selling stocks, bonds, real estate, or real-estate mort-
gages, or for the purpose of holding title to any such prop-
erty, or (2) invest any of its funds in the capital stock, bonds,
or other obligations of any such affiliate, or (3) accept the
capital stock, bonds, or other obligations of any such affiliate
as collateral security to protect loans made to any person,
copartnership, or corporation, if the aggregate amount of
such loans, extensions of credit, investments, and acceptances
of collateral security in the case of any such affiliate, will
exceed 10 per centum of the outstanding capital stock and
surplus of such national banking association or member bank.

Hach loan made to an affiliate within the foregoing
limitations shall be secured by stocks or bonds listed on a
stock exchange which have an ascertained market value at
the time of maKing the loan of at least 20 per centum more
than the amount of such loan, or shall be secured by notes,
drafts, bills of exchange or acceptances, eligible for redis-
count at Federal reserve banks, or by bonds or other obliga-
tions eligible for investment by savings banks in the State
in which the association or member bank making the loan is
located. A loan to a director, officer, clerk, or other em-
ployee of any such affiliate shall be deemed a loan to the
affiliate to the extent that the proceeds of such loan are

transferred to the affiliate.
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SEo. 12. The Federal Reserve Act, as amended, is

amended by inserting between sections 12 and 13 thereof
the following new sections:

“Sre. 12A. (a) There is hereby created a Federal
Open Market Committee (hereinafter referred to as the
“ committee ') , which shall consist of the Governor of the
Federal Reserve Board and as many additional members
as there are Federal reserve districts. Fach Federal reserve
bank by its board of directors shall annually select from
among the officers of the said bank one member of said
committee . subject-to-the- confirmation of the Federal Re-
sexve-Board: The meetings of said committee shall be
held at Washington, District of Columbia, at least four times
each year. Additional meetings may be held elsewhere
upon the ecall of the Federal Reserve Board, either upon the
motion of the board or at the request of any three members
of the committee. In the absence or inability of the Gov-
ernor of the Federal Reserve Board to act at such meetings
the bhoard shall designate the vice governor or some other
member of the board to act in place of the governor.

“(b) No Federal reserve bank shall engage in open
market operations described in section 14 of this Act except
after approval and aunthorization by the committee. The
committee shall discuss, adopt, and transmit to the several

Federal reserve banks resolutions relating to all matters
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affecting the open market transactions of such banks and to
all matters affecting the relations of the Federal reserve
system with foreign central or other banks. Every such
resolution shall be reported within three days to the Federal
Reserve Board and shall be subject to its approval. The
board shall annually include in its report to the Speaker
of the House of Representatives a review of the decisions
of the committee for the preceding year and an explanation
of the reasons for such decisions and the results thereof, so

far as they may be ascertained.

“(c) The time, character, and volume of purchases

and sales in the open market 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. Such purchases and sales shall include all
paper described in section 14 of this Act as eligible for
open market operations.

“(d) The conclusions and recommendations of the
committee when approved by the Federal Reserve Board
shall be submitted to each Federal reserve bank for de-
termination whether it will participate in any purchases or
sales recommended. If any Federal reserve bank shall
decide not to participate in the open market operations
so recommended, 1t shall file with the chairman of the com-
mittee within thirty days a notice of its decision.

S. 3215 2
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“Src. 12B. (a) There is hereby created a Federal
Liquidating Corporation (hereinafter referred to as the
“ corporation ’) , whose duty it shall be to purchase, hold,
and liquidate as hereinafter provided, the assets of banks
which have been ordered closed by the Comptroller of the
(furrency, and member bankls which have been ordered
closed by the appropriate State authorities.

“(b) The Comptroller of the Currency and the mem-
bers of the Federal Open Market Committee created by
section 12A of this Act shall constitute the directors of
the corporation. The Comptroller of the Currency shall
be the chairman of the board of directors of the cor-
poration.

“ (e) 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. (lass A stock shall be held by member banks only and
shall be entitled to prior payment of dividends out of net
earnings, to the extent of 30 per centum of such net
earnings in any one year, after payment of all expenses
of the corporation, but such stock shall have no vote at
meetings of stockholders. COlass 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 corpora-
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tion to an amount equal to one-fourth of the surplus of
sich bank on December 31, 1931, and its subseription shall
be accompanied by a certified check payable to the Comp-
troller of the Currency in an amount equal to one-half of
1 per centum of such subseription. The remainder of such
subseription shall be subject to call from time to time by
the board of directors upon ninety days’ notice and annual
subscriptions to such stock shall be made by each such bank
in an amount equal to one-fourth of the annual increase
of such surplus.

“(d) Every member bank shall subscribe to the class
A capital stock of the corporation in an amount equal to
one-half of 1 per centum of its total net outstanding time
and demand deposits on the last call date in the year 1931.
One-half of such subseription shall be paid in full within
ninety days after receipt of notice from the chairman of
ilie board of directors of the corporation; and the remainder
of such subseription shall be subject to call from time to
time by the board of directors of the corporation.

“(e) The amount of the outstanding class A stock of
the corporation held by member banks shall be annually
adjusted as hereinafter provided as member banks increase
their time and demand deposits or as additional banks be-
come members, and such stock may be decreased in amount

as member banks reduce their time and demand deposits or
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cease to be members. Shares of 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 calen-
dar year subscribe for an additional amount of capital stock
of the corporation equal to one-half of 1 per centum of such
increase in deposits. One-half of the amount of such addi-
tional 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 applying for stock
in the corporation at any time after the organization thereof
shall be required to subseribe for an amount of class A capital
stock equal to one-half of 1 per centum of the time and
demand deposits of the applicant bank, paying therefor 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 cor-
poration.  When the capital stock of the corporation shall
have been increased either on account of the increase of the
time and demand deposits of member banks or on account
of the increase in the number of member banks, the board
of directors of the corporation shall cause to be executed a
certificate to the Comptroller of the Currency showing the
increase in capital stock of the corporation, the amount paid
in, and by whom paid. When a member bank reduces its

time and demand deposits it shall surrender, not later than
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13
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the 1st day of January thereafter, a proportionate amount
of its holdings in the eapital stock of the corporation, and
when a member bank voluntarily liquidates it shall surrender
all its holdings of the capital stock of the corporation and be
released from its stock subscription mot previously called.
The shares so surrendered shall be cancelled and the mem-
ber bank shall receive in payment therefor, under regula-
tions 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 earnings not to exceed one-half
of 1 per centum a month, from the period of the last divi-
dend on such stock but not above the book value of such
earnings, less any liability of such member bank to the
corporation.

“(f) If any member hank shall be declared insolvent,
the stock held by it in the corporation shall be cancelled,
without impairment of the liability of such bank, and all
cash-paid subscriptions on such stock, with its proportionate
share of earnings not to exceed one-half of 1 per centum
per month from the period of last dividend on such stock
but not above the book value of such earnings, shall be first
applied to all debts of the insolvent bank to the corpora-
tion, and the balance, if any, shall be paid to the receiver
of the insolvent bank. Whenever the capital stock of the

corporation is reduced, either on account of a reduction in
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time and demand deposits of any member bank or on account
of the liquidation or insolvency of such bank, the board
of directors shall cause to he executed a certificate to the
Comptroller of the Currency showing such reduction of
capital stock and the amount repaid to such bank.

“(g) When the minimum amount of class A and class
B capital stock required by this Act shall have been sub-
seribed and paid for by such banks, the Comptroller shall
designate five reserve 1131'11{3-&) execute a certificate of organi-
zation, and thereupon the banks so designated shall, under
their seals, make an organization certificate which shall
specifically state the name of the corporation and the city
and State i which the corporation is to be located, the
amount of capital stock and the number of shares into
which the same is divided, the name and place of doing
business of each bank executing such certificate and of all
banks which have subscribed to the capital stock of such
corporation, the number of shares subseribed by each such
bank, and the fact that the certificate is made to enable the
banks executing the same and all banks which have sub-
scribed or may thereafter subscribe to such capital stock to
avail themselves of the advantages of this section.

“(h) Such organization certificate shall be acknowl-
edged before a judge of a court of record or a notary public

and shall, together with the acknowledgment thereof au-
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thenticated by the seal of such court or notary public, be
transmitted to the Comptroller of the Currency, who shall
file, record, and carefully preserve the same in his office.

“(1) Upon the filing of such certificate with the
Comptroller of the Currency as aforesaid, the said corpora-
tion shall become a body corporate and as such shall have
power—

“TFirst. To adopt and use a corporate seal.

“Second. To have succession for a period of twerty
years from its organization unless it is sooner dissolved by
an Act of Congress, or unless its franchise becomes forfeited
by some violation of law.

“Third. To make contracts.

“ Fourth. To sue and be sued, complain and defend,
in any court of law or equity.

“ Kifth. To appoint by its board of directors such officers
and employees as are not otherwise provided for in this
section, to define their duties, require honds of them and
fix the penalty thereof, and to dismiss at pleasure such
officers or employees.

“Sixth. To preseribe by its board of directors, by-laws
not inconsistent with law, regulating the manner in which
its general business may be conducted, and the privileges

granted to it by law may be exercised and enjoyed.
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“ Seventh. To exercise by its hoard of directors, or duly
authorized officers or agents, all powers spectfically oranted
by the provisions of this section and such merdental powers
as shall be necessary to carry out the powers so granted.

“(j) The board of directors shall administer the af-
fairs of the corporation fairly and impartially and without
diserimination in favor of or against any member bank ‘or
banks and shall, subject to the provisions of law and the
orders of the Federal Reserve Board, extend to each bank
which is ordered closed by the Comptroller of the Curreney,
and .ln cach member bank which is ordered closed by the
appropriate State authorities, such accommodations as may
be safely and reasonably made with due regard for the claims
and demands of other member banks.

“(k) Whenever any national bank shall be declared
insolvent or placed in the hands of a receiver it shall be
the duty of the Comptroller of the Currency to appoint a
valuation committee of three members which shall include
the receiver of such bank, a member to be named by the
board of directors of such bank, and a person to be chosén
by the receiver and the member named by the board of
directors. The receiver shall be chairman of the commit-
tee, and the committee shall at once proceed to make a pre-
liminary valuation of the assets of the bank. *Thereupon

the receiver shall notify the Comptroller of the Currency

-
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of the valuation agreed upon, the Comptroller shall make
a formal tender of such assets to the corporation which
may purchase the same in whole or in part as its board of
divectors may determine. It shall be the duty of the cor-
poration to proceed to realize as rapidly as possible, having
due regard to the condition of eredit in the district in which
such bank is located, the assets so purchased, and if the
amount realized from such assets exceeds the sum paid
therefor, the corporation shall make an additional payment
to the receiver of the bank equal to the amount of such
excess, if any, after deducting a liquidation fee of 6 per
centum of the sum thus realized. Money belonging to the
corporation shall be kept invested in the assets of insolvent
or closed banks or in securities of the Government of the

United States.

- “(1). The corporation may, in its discretion, purchase

the assets of banks in the hands of receivers on the date of
its organization but on the same conditions and terms as are
applicable in the case of assets of banks which may fail or
be closed after such date. Nothing herein contained shall
be construed to prevent the corporation from making loans

to banks ordered closed by the Comptroller of the Currency

3 or to member banks ordered closed by the appropriate

State authorities,or from entering into negotiations to secure

the reopening of such banks,
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“(m) Member banks organized under the law of any
State which are now or may hereafter become insolvent or
suspended shall be entitled to offer their assets for sale to
the corporation upon receiving permission in accordance with
law from the banking superintendent or commissioner of
the State, under the same conditions as are applicable to the
sale of assets of insolvent or suspended banks under the law
of the State in which such member hank is located.

“(n) For a period of not to exceed two years after
this section takes effect the corporation is authorized to pur-
chase and for a period of five years thereafter to hold and
liquidate the assets of closed State banks, to make loans to
such banks and to enter into negotiations to secure the re-
opening of such banks under the same terms and conditions
as are applicable in the case of national banks and member
banks; except that (1) no such purchase or loan shall be
made and no such negotiations shall be entered into unless
it is permitted under the laws of the State in which such
State bank is located, and (2) the amount realized upon the
sale of the assets of any such State bank in excess of the
amount paid for such assets by the corporation shall, after
deducting the amount of the liquidation fee authorized to be
charged by the corporation under paragraph (k), be paid
into the Treasury of the United States as miscellaneous

receipts. For the purpose of carrying out the provisions of

LY L d
F |

this paragraph, there is hereby authorized to be appropriated

tions, and to bear such rate ¥, oty s pE intevest,) =
g:tug"&t ai'ng:i gimo or times as m;bcpddmnéd"bynnghtacof-
ration: Pr edy thet the corporation: 8
count basiy shm¢ar:§§bugagi‘or§fgaf§i?ﬁtﬂ:££t§ :‘i::out
interest, The notes, dobentures, bonds and other sush YRliga -
tions jof the oorbm‘-aeibn'ﬂylb*a--aba&h&ud-'hg}"ass‘é‘ts'éf"t}‘{e cor=
poration in such mamner as shall he progaribed by its bo .
oft)dinsstiors«  Suckedb 1t ok ey be'biPiFod ‘fof Bate hk Ul

such price or prices as the corporation ma determine, The

by the corporation, mpd to, pAedge. such, raced vers ! notiés and!ic
o Ml m}:.lon'u u.:::{rts as oollatersl security to the
_ netPn 'S promigsory notes undar (suph .; : { ol
ditions ‘4% Hiy ' He a.{;roog tipbn fwy fl-lgrc'érgoéz‘gm,agdm&q:dd
that the obligations so incurred, togethos with all other
outstanding Gbligations of the corporation, shall not be in
excess of I‘ogr times the amount of its capital,,
{. 1 it edo | Tesi Vi K LHLEL AR
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"(p) All notes, debentures, bonds, or other. sugk -
tions lesved: liy thm dorpordbiss CIThE bd.‘ﬁ:ti_\éiﬁﬁ.ﬁ'%g}: :E}éga
prineipal and interest, from all taxation (except; §state or in.
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tfy any Territory, dependency, or Poszsession thereof, or by 3
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:;;b:rugign, 12;1;@111&31:5 franchise, its capital, reserves,

lor KéFeatter fioui Trouibal bapxenat Srem: add ctakanii
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minlodpality, o Lokl Cakiny 0rity, except thet any real
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same extent according to its value us other real preperey is

15"(9)( B8, onder that bhe eorpprasion aeise SUpPLd ol il 1
such forms of notes, debonturas.'bonda, :yobim mchogbl‘;iig:-
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tc:::E' th:tzbl Aur_:,lr is uthorized to Prepere such forms as shali

sy and approved by the cornoration: Bedd dn iy
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The engraved r_pJ_.ate:aa , digs,. bad pieces, snd fther material . 1.
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of tI:m “ecretary of the Treasuryy The corporation shall reimburse
the Seeretary of the Treasury for WY expenses incurred in the
preparation, custody, and delivery of such notes, debentures
bonds, or other obligationg, " ’
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which any such advance has heen made shall, during the
life or continuance of such advance, increase its ontstanding
Joans made to-any-horrewer upon collateral seeurity, or made
to the members of any organized stock exchange, investment
house, or dealer in securities, upon any obligation, note, or
bill, secured or unsecured, for the purpose of purchasing
and/or carrying investment securities (except obligations
of the United States) such advance shall be immediately
due and payable, and such member bank shall be ineligible
as a borrower at the reserve bank of the district upon fifteen-
day paper. The Federal Reserve Board shall have power
from time to time in its discretion by unanimous vote of its
members to suspend the provisions of this paragraph in whole
or in parf, whenever in its opinion the public interest shall
call for such action. Kach such suspension shall bhe for a
period of ninety days and may be renewed for one addi-
tional period of ninety days upon unanimous vote of the
members of the board.”

See—14. (a) The-second paragraph of section 14 of
the Iederal~Reserve Act, as amended, is-amended by
striking out the words-* Every Federal reserve bank shall
have power ” and inserting in lieu thereof the words “ Sub-
ject to such regulations, limitations, and restrictions as the
Federal Reserve Board may prescribe, every Federal re-

serve bank shall be empowered and authorized .
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(b)_ Section 14 of the Federal Reserve Act, as
amended, is further amended by adding at the end thereof
the following new paragraph:

“(g) Subject to the powers conveyed to and be-
stowed upon the Federal Open Market Committee by sec-
tion 12A of this Aect, the Federal Reserve Board shall
exercise special supervision and control over all relation-
ships and transactions of any kind entered into by any Fed-
eral reserve hank with any foreign bank or banker, or with
any group of foreign banks or bankers; and all such rela-
tionships and transactions shall be subjeét to such regula-
tions, conditions, and limitations as the board may preseribe.
No Federal reserve-agent,—nor any officer, director;em-
ployee or other representative of any Federal reserve bank,-
shall participate-in-any-conferenee-or-other _negﬁtiations of
any kind with the officers,-directors;—employees, or other
representatives of any foreign bank or banker without first
obtaining the permission of the Iederal Reserve Board.
The Federal Reserve Board shall have the right, in its dis-
cretion, to be represented in any -sueh- conference or nego-
tiations by such representative or representatives as the
board may designate. A full report of all saeh- conferences
or negotiations setting forth the subjects discussed, the views
expressed-both-on behalf-of -the Federal reserve-bank and

on-behalf-of the-foreign-bank or banker, all understandings
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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
in writing and signed by all representatives of the Federal
reserve bank attending such conferences or negotiations re-
gardless of whether or not the Federal Reserve Board shall
be represented at such conference or negotiations.”

SEc. 45. The second,-third;-and fourth paragraphg

of section 16 of the Federal Reserve Act, as amended, are

amended to read as follows:

“Any Federal reserve bank may make application
to the local Federal reserve agent for such amount of the
Federal reserve notes hereinbefore provided for as it may
require. Such application shall be accompanied with a
tender to the local Federal reserve agent of collateral in
an amount equal to the sum of the Federal reserve notes
thus applied for and issued pursuant to such application.
The collateral security thus offered shall be notes, drafts,
bills of exchange, or acceptances acquired under the pro-
visions ' of section 13 of this Act (except -promissory
notes of member banks acquired under the provisions of the
seventh . paragraph —of ~such seetion 13 - secured by the
deposit-or pledge of bonds or notes of the United States),

or bills of exchange indorsed by a member bank of any

Federal reserve district and purchased under the provisions
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of seetion 14 of this Aect, or bankers’ acceptances made
against shipment of goods actually sold in -the foreign
trade -of -the—United -States and purchased under the pro-
visions of section 14 (but not including accoptanf:es made
under any revolving or renewal credit), or gold or gold
certificates; but in no event shall such collateral security
be less than the amount of Federal reserve notes applied for.
The Federal reserve agent shall each day notify the Federal
Reserve Board of all issues and withdrawals of Federal
reserve notes to and by the Federal reserve bank to which he
is accredited. The said Federal Reserve Board may at
any time call upon a Federal reserve bank for additional
security to protect the Federal reserve notes issued to it.

“Hvery Federal-reserve-bank shall maintain-reserves
in gold “or-Jawful money of not less than 35 per centum
against its de}.)‘dgi.ts_ and reserves in gold of not less than 40
per centum ugainst.\its Federal reserve notes in actual cir-
culation and not offset bv gold or lawful money deposited
with the Federal reserve agen_t. Notes so paid out shall
bear upon their faces a dist.il1cti;fe"-]etter and serial number
which shall be assigned by the Federal Reserve Board to
each Federal reserve bank. Whenever Federal reserve
notes issued through one Federal reserve bank shall be re-
ceived by another Federal reserve bank, they shall be

promptly returned for eredit or redemption to~the-Federal
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reserve-bank through which they were originally issued or,
upon direction of such Federal reserve bank, they shall be
forwarded direct to the Treasurer of the United States to
be retired. No Federal reserve bank shall pay out notes
issued through another under penalty of a tax of 10 per
centum upon the face value of notes so paid out. Notes
presented for redemption at the Treasury of the United
States shall be paid out of the redemption fund and returned
to the Federal reserve banks through which they were
originally issued, and thereupon such Federal reserve bank
shall, upon demand of the Secretary of the Treasury, reim-
burse such redemption fund in lawful money or, if such Fed-
eral reserve notes have been redeemed by the Treasurer in
gold or gold certificates, then such funds shall be reimbursed
to the extent deemed necessary by the Secretary of the Treas-
ury in gold or gold certificates, and such Federal reserve
bank shall, so long as any of its Federal reserve notes re-
main outstandine, maintain with the Treasurer in gold an
amount sufficient in the judgment of the Secretary to provide

for all redemptions to be made by the Treasurer. TFederal

reserve mnotes received by the Treasurer otherwise than

for redemption may be exchanged for gold out of the redemp-
fion fund hereinafter provided and returned to the reserve
bank through which they were originally issued, or they

may be returned to such bank for the credit of the United
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States. Federal reserve notes unfit for circulation shall-be
returneéd by the Federal reserve agents to the Comptroller
of the Currency for cancellation and destruction.

“The Federal Reserve Board shall require each Fed-
eral reserve bank to maintain on deposit in the Treasury of
the United States a sum in gold sufficient in the judgment
of the Secretary of the Treasury for the redemption of the
Federal reserve notes issued to such bank, but in no event
less than 5 per centum; but such deposit of gold shall be
counted and included as\part of the 40 per centum reserve
hereinbefore required. The board shall have the right,
acting through the Federal reserve agent, to grant in whole
or in part, or to reject entirely the application of any Federal
reserve bank for Federal reserve.notes; but to the extent
that such application may be granted the Federal Reserve

Board shall, through its local Federal reserve agent, supply

Federal reserve notes to the banks so applying, and such

bank shall be charged with the amount of such notes issued
to it and shall pay such rate of interest on said amount as
may be established by the Federal Reserve Board and the
amount of such Federal reserve notes so issued to any such
bank shall, upon delivery, together with such notes of such
Federal reserve bank as may be issued under section 18, of
this Act upon security of United States 2 per centum Gov-

S. 3215 3




red for FRASER

S v B W N

o

34
ernment bonds, become a first and paramount lien on all the
assets of such bank.”

SEC. 1-(‘;. Section 19 of the Federal Reserve Act, as
amended, is amended to read as follows:

“BEC. 19. (a) “Demand deposits* within the mean-
ing of this Act shall comprise all deposits payable within
thirty days; . time deposits’ shall comprise all deposits
payable after thirty days, all savings accounts and certifi-
cates of deposit which are subject to not less than thirty days’
notice before payment (except thrift deposits), and all
postal-savings deposits;-and-thrift-deposits-shall-comprise all
deposits_subjectto-not-less than- sixty-days’ notice before
payment-which are not subject-to-transfer by-eheck and
the total monthly balance of which in any individual case
does not e;cch $5,000.

5 (l_i)__,.\lEvm'y hank, Panking association, or trust com-
pany which is or which becomes a 11'1en1}.}er of any Federal
reserve bank shall establish and maintain realized reserve
balances with its Federal reserve bank as follows:

“ (1) If not in a reserve or central reserve city as
now or hereafter defined, it shall hold and maintain with
the Federal reserve bank of its district an actual net bal-
ance equal to not less than 7 per centum of the aggregate
amount of its demand and time deposits and-5-per eentum

of the -aggregate -amountof -its-thrift -deposits: Provided,

35
1 That the said net balance maintained against time and-thrift
2 deposits shall be 3 per centum during the calendar year

3 1932, 4-per-eentum-durme-the-calendar-year-1933;-5-per

s i Thae . PR - i n 3] s d n "-‘-ifth's ei-
apd ghall be inereaped at the rate of four=i ! :
1" pey Gontum on the 1t dty' e Janvhry "IN et calonay 1
year thereafter until it shall aqugl
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6 thereafter 7 per centum as hereinbefore prescribed.

7 “(2) If in a reserve city as now or hereafter defined
8 it shall hold and maintain with the Federal reserve bank
9 of its district an actual net balance equal to not less than 10
10 per centum of the aggregate amount of its demand and time
11 deposits' and-5-per centum-of-the-aggregate amount of its
12 thiilideposits: Provided, That the said net halance herein-
{3 Dbelore required to be maintained against 1-'lItl{3-il.]1d thrift
14  deposits shall be 3 per centum during the calendar year
1932, 4-per-centum during the ealendar. yoar 1935, and 5
end shall be increased at the rate of 1 and 2/5 per
| Gentut on/thi) Lt iday of Jhnusry inesch dalendar yaaxr (i,

thereafter until it shall equal
1'¢ depestis-bper-centunmdurmg the calendar-year-1935,-F per

157 |

1

18 centum- duwring-the-ealendar-year-1936,-8-per.centum during
19 the calendar year 1937, 9.per ¢entum-during the calendar
20 year-1938, and thereafter 10 per centum as hereinbefore
21 preseribed: Provided further, That if located in the out-
22 lying districts of a reserve city or in territory added to such
23 a city by the extension of its corporate charter it may,

24 upon the affirmative vote of five members of the Federal
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Reserve Board, hold and maintain the reserve balances
specified in paragraph (1) hereof.

“ (3) If in a central reserve city as now or hereafter
defined it shall hold and maintain with the Federal reserve
bank of its district an actual net balance equal to not less
than 13 per centum of the aggregate amount of its demand
and time deposits and-5-per eentum of the ageregate amount
of -its-thrift depesits: Provided, That the said net balance
hereinbefore required to be maintained against time and
thrift deposits shall be 3 per centum during the calendar
year 1932, 4-per-centum during the calendar year 1933,
the lst day of Jamuary in
7 per ‘eentum during the calendar year 1936, 8 per centum
during-the calendar year 1937, 9 per centum during the
calendar-year 1938;-10-per-eentum during the calendar year

1939, 11 per centum during the calendar year 1940, 12 per
centum during the calendar-year 1941, and thereafter 13
per centum as hereinbefore prescribed: Provided further,
That if located in the outlying districts of a central reserve
city or in territory added to such city by the extension of

its corporate charter it may, upon the affirmative vote of five

members of the Federal Reserve Board, hold and maintain

the reserve balances specified in paragraphs (2) and (3)

hereof.

"(e) Erom and after Wae Sirst day of Jemuary, 1938 --

(1) Each ember Boilk shall 85tablish 8dd malitiin réserves
equal t6 5 Der cantinm of the Algutt or’its aet dopost §, plus %0
per centum of "the mmount of 1te ‘dvérags daily devits to deposit
ascgunts; but, "id no eyent, &Nall, tHe aggregate reverves Fogquired
to b8 maintalned By sny mémber Hadk éxcedd 15 pér centum of 1te "
gros dsposits or be less than tls correspondify reserve requires
ment "t6 "Which such bank was subject at the date of the final alle
member bauk report im 1937; and .

"(2)  _Each meiber bauk Ioeated 1x the vicinity of the Feas
eral ‘résderve bauk of ‘{ts dlatrFict of 4 branch,thereo? shall iain-
taid Aot lees than four-fif{ls of Ats total fequired reseryes in
the form of a réserve balancs on deposit with sucn Federal rederve’
bank, and every othér menbef Bank shall maintain not less than
two-fifths of its total required reserves in the fom of a reserye
balapce on degosit with the Tedersl résérye bank ¢f 1ts afsseict.’
The remainder of the total required reserves of sach mexber bank,
over and above the amcunt required to B¢ maintained in the form
of a reserve Dalance on deposit with its Pederal reserve bamk, may,
at the optlon of such member bank, couslst of a.reserve balance on
deposit ,with [its Tederal reserve bank, of of ¢ash owned by sudh
membeX bank 1n 148 actusl Dossessian of 1n traugit Vsthdes sudh
member bauk and 1ts ¥gderal reserve baik: Fro Nowever, That
when, in the opfnion of tho" sederal Neseérve loard, the pablic
interest shall require, the dederal ieserve Board onm the affirm.
ative vote 'of £1ve of 1ts Lenbexs may 1init the awount of eash
whigh meniber Dankd or Zroups o¢f Memlex bharnkd nlay count af reserve
to less than ome-fifth of the total FeBeTve réquired by this sub-
section in"the case of member Danks ldcated in the vicinity of
Federal reserve banks or Lrauches theregf, and tg less than three-
fifths of duch total rdferve id. the case of oller membar Bamks;
Providdd, furthor, THat 14 makiug st Iinttatlons, the redsral” "
Reseérve Xoard shall ‘be g‘tﬁdﬁdb’ﬁ{’g&hﬂ!‘&l pri:i_ci‘plefiﬁqt; ot ias
ber banks ehould be Jermitted %o count as resérve, withim fHe .
general 1imits of this Subsection, as midli cash A they reason=, .
ably sieed 1 View of hs'chiaraster of thelr Blaidess and thgt¥ ./
accgssibility to the currendy facilitiés of the Tederal rassrve

bankse

et A ilEed 1n Sabhefldn (o iof "fhts Sdatlon 00"

(1) Tha tern 'gross deposits’ sHall Ynclude aXI dapos{t ~
1iabilities ‘'of ARy member bauk Waether ar not ifmmediately avail-
able for withdrawal by the degositor, all 1{a¥il{tiss for cer-
tiffed checks, cashiers', JSreagirers’ gnd other officers’ checks,
cash letters of gre uﬁ..:t;"alv'ql'era*'.'gh” 8, hhd'q‘!l__ﬁ\bthe‘r similar
liabilities, as Lurther defined and dpecified by the Fedéral le-
serve Hoard: Frovided, That in computing the amount of gross dee
pesite, amounts shown on the books of sny member bank as liabile
ities of such bank payable to a tranch of such bank located in a
foreign country or in a dependency or possesaion of the United
States, or payable at such branch, shall be treated as though
sald liabilities were dus to or payable at a nonmember bank,
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“(2).  The term 'net deposita'shall meah theéiamotintiwf the
gross deposits 6f any member bank mimis (a) the sum of all bale
ances due fo such member bank fromother member banks Hu \khe
Usited States nid their doticstlc branches and (b) checks and
other cash items in process of collection which ape payable
lumediately upsti-presentation ik the ' Unlted States + within the
meaning of these terms as further daiin04 by ederal Heserve
Boards plus.”  No m er ban P e

the

H3)! The tiemm 'a.verag's. daily) QebEL s Lo aspe e iy
Shall mean the average dally amount of checks, drafts, and other
items debited or cherged by any meixber bamic to)eny and!'all |
accounts included in gross deposits, except charges resulting
from the payment of icertified shesks)and cashiatale trddsurers’,
and other officers' checks,

'W(%) 'The térm 'cash,' shall i ‘clﬁbé'all'hincé of 'Jrroncy
and coin lssped or coined under autnouty of. the laws of; hhe
United ‘Btates Sxcept HALY4RE] et ' Hotes and Pederal rFeserve
bank J..otes.

actitnts, !

“’:J) The term 'reserve balance,' shall mean a member .
batlc 'd cactual net Galbknpe|ex the bboks U fHée ‘Weddral Faidbve
bank representing funds aval lable for reserve purposes under
regulaiions|preserdbed by tha Béderal Reserve Board, <ueh loan

"(6).. The tem Jvicindty of'w Federal” reserve banc or
branch. thereof;! shadl) mesn- the: city 1w whi ch' &' PedeTal re-
serve, bank or.brapch: thereofodsilpcated, unless otherwise dee
fined by the Federal Reserve Board,

i) 'BHe “Peldersl Reeérve Board is authorized and empowered
to prescribe rggulations defining further the,various, tams‘ nsed
i subsdetidnV(BY of A 8¢440h, #1%ins ‘Perioas ovar ‘winich'
regerve requirements and actual reserves may be averaged,
détermining dhe meDiods 't Whidh [hdsbive ‘roqul retort¥ dHd "Adtual
reserves shall be computed not inconsistent altn subsection (e)
of "this{ sanfiiony) land présoribing pensl tiay for!gelol dnbded n
reserves,

“(1")l From and after Jamwsry 1, 1938, the provisions of sec-
tion 7 of the Finst Lmer'q,; Sond. Aet, apprwei APT Ak 244 29LT,
and of section B of the Second dine*t) Bond Act, svproved Septe
ember 24.. 1917, as ameuded by section B of thx,\ i Liberty |
Bond Act. Abproved April 4, 1918, which exempt deposits of
public/mondys by the United States in QBSib’Iaa.th. depositaries
from the reserve requirements of this section, ghall not be
applicable with regpect to the d.eposit: nq,di*ed u:mer; sup-
seetion (¢) off this adbgighl Dalil ' :

1 1 ! . 1
TV 11 T e
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baod 4 and surplus. No member bank shall aet as the medium or
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defined it shall @

5 bank of its i 0o 30 Jaroms wlish smetsvs edd oasm F 5 agent of a nonmember bank in applying for or receiving dis-
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.._‘.‘_"‘;—.‘. ¥ .:‘ r—."4."’.m-; £ ‘ ah it -.‘.-' L . .
68 8107 Y0 (9) noltsss 23 “(d) The required balance carried by a member bank

23 members o

94 the reservi 24 with a Federal reserve bank may under the regulations, and

25 hereof. 25 subject to such penalties as may be prescribed by the Fed-
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eral Reserve Board, De checked against and withdrawn hy
such member bank for the purpose of meeting existing
liabilities: Provided, however, That no bank shall at any
time make any new loans or shall pay any dividends unless
and unti] the total balance required by law is fully restored.

i (e) No member bank shall sell or transfer to another
member bank, or to a nonmember bank, private banking
house, or banker, any balance standing to its credit upon
the books of the Federal reserve bank of its district in excess
of the balances required by this section unless the Federal
Reserve Board shall have first authorized by general order
the making of such sales or transfers within such district
or between such district and another Federal reserve dis-
triet, but no such sale or transfer shall be made by any such
bank without first charging and reserving a fee to be fixed
by the Federal Reserve Board on the basis of the rate of
discount then charged upon ninety-day paper by the Federal
reserve bank of the distriet in which the bank making such
sale or transfer is located.

“()” The Federal Reserve Board shall have power o
suspend all dealings in reserve balances for such period
as it may deem best. In estimating the reserve balances
required by this Aect, the net difference of amounts due to
and from other banks shall be taken as the basis for ascer-

taining the deposits against which required balances with
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[Federal reserve banks shall be determined; and the liability
created by every repurchase or other similar agreement
entered mto hy a member bank shall he added to such net
difference as ascertained under the provisions of this
paragraph.

“fey National banks, or banks organized under loca
laws, located in Alaska or in a dependency or insular
possession or any part of the United States outside the
continental United States may remain nonmember banks
and shall in that event maintain reserves and comply with
all the conditions now provided by law regulating them; or
said banks may, with the consent of the board, hecome
member banks of any one of the reserve districts and shall
in that event take stock, maintain reserves, and be subject
to all the other provisions of this Act.”

SEC. ¥ Section 24 of the Federal Reserve Act, as
amended, is amended to read as follows:

“ Src. 24. Any national banking association may make
loans secured by first lien upon improved real estate, nelud-
ing 1mproved farm land, sitnated within its Federal reserve
district or within a radius of one hundred miles of the place
in which such bank is located, irrespective of district lines.
A loan secured by real estate within the meaning of this
section shall be in the form of an obligation or obligations

secured by mortgage, trust deed, or other such instrument
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upon real estate when the entire amount of such obligation
or obligations is made or is sold to such association. The
amount of any such loan shall not exceed 50 per centum
of the actual value of the real estate offered for security,
but no such loan upon such security shall be made for a
longer term than five years. Such valuations shall be
revised by the Comptroller of the Currency at the time
of each examination of the bank making the loan and
he shall have power to order changes therein and to require
the adjustment of loans to such revised valuations. Any
such bank may make such loans in an aggregate sum, in-
cluding in such aggregate any such loans on which if
is Tiable as mdorser or guarantor or otherwise, equal to
15 per centum of the amount of the capital stock of such
association actually paid in and unimpaired and 15 per
centum of its unimpaired surplus fund, or to one-half of
its time and-thrift deposits, at the election of the association,
subject to the general limitation contained in section 5200
of the Revised Statutes. Investments in bank premises
and unsecured loans whose eventual safety depends upon
the value of real estate shall be counted for the purposes
of this section as real-estate loans. Every such bank may
apply the moneys deposited therein as time or-thrift deposits
to the loans herein authorized and the balance of such

time and-thrift deposits shall be invested in property and
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securities in which savings banks may invest under the
law of the State where such national bank is situated, or
where there is no such law relating to investments by
savings banks, in such property and securities as may be
specified by the Comptroller of the Currency: Provided,
That every member bank shall be required to report its
investments in, or holdings of, any such property and
securities at an aggregate valuation which shall ot
exceed the aggregate market value thereof at the time
such reports to the Comptroller or to the Federal Reserve
Board are made: Provided further, That the reserve
against time and-thrift deposits required by section 19
of this Act shall be counted as a corresponding  part of
such Investments. All the property of any insolvent
national bank acquired under this section shall be applied
by the receiver thereof in the first place ratably and pro-
portionately to the payment in full of its time and. thrift
deposits. Such banks may continue hereafter as heretofore
to receive time and-thrift deposits and to pay interest
on the same, but the rate of interest which such banks
may pay upon such time deposits or-upon—thrift or other
deposits shall not exceed thef maximum rate authorized by
law to be paid upon 's'imi.l.&-r deposits by State banks or
trust companies organized under the laws of the State

wherein such national banking association is located.
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“ Bvery national banking association and every mem-
ber bank which is in existence at the date this section

as amended takes effect shall' be required, within a period

of two years from such date, to-comply fully: with the pro-

visions of this section, and every national bhanking associa-
tion hereafter organized and every State bank or trust
company herecafter becoming a member of the Iederal
reserve system shall comply with the provisions of this
section from the date of its organization or admission to
membership, as the case may be.”

Sgo. 187 Paragraph “ Seventh ” of section 5136 of
the Revised Statutes, as amended, is amended to read as
follows:

“ Qoventh. To exercise by its hoard of directors or
duly authorized officers or agents, subject to law, all such
incidental powers as shall be necessary fo carry on the busi-
ness of banking; hy discounting and negotiating Promissory
notes. drafts, bills of exchange, and other evidences of debt;
by receiving 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
hanking transactions that may, by the laws of the State

in which such bank is situated, be permitted to banks of

o
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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 the National Bank Act, as
amended, the Federal Reserve Act, as amended, or any
other laws of the United States. The business of pur-
chasing and selling investment securifies shall hereafter
be limited to purchasing and selling such securities without
recourse, solely upon the order, and for the account of,
customers, and in no case for its own account, and no such
association shall underwrite any issue of securities; except
that any such association may purchase and hold for its
own account investment securities to such an amount and
of such kind as may be by regulation prescribed by the
Comptroller of the Currency, but in no event shall the
total amount of such investment securities of any one obligor
or maker held by such association exceed 10 per centum of
the total amount of such issne outstanding, nor shall the total
amount of the securities so purchased and held for its own
account at any time exceed 15 per centum of the amount
of the capital stock of such association actually paid in and
unimpaired and 25 per centum of its unimpaired surplus fund.
Except as hereinafter provided, nothing herein contained
shall authorize the purchase or holding of any shares of stock
of any corporation by any such association. Ne-sueh AssOcia-

tion-shall purehase-or-hold-umy obligation of any corporation
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1 unless such-corporation and any predecessor thereof earned
2 for-each-of-the-five -vears preceding such purchase at least
3 4 per eentum upon the outstanding capital stock of the cor-
4 poration:  The limitations herein contained as to the pur-
5 chasing and selling of investment securities shall not apply
6 to obligations of the United States, or general obligations
7 of any State or of any political subdivision thereof, or obli-
8 gations issued under authority of the Federal Farm Loan
9 Act: Provided, That in carrying on the business commonly
10 known as the safe deposit business no such association shall
11 invest in the capital stock of a corporation organized under
12 the law of any State to conduct a safe deposit business in
13 an amount in excess of 15 per centum of the capital stock
14 of such association actually paid in and unimpaired and 15
15 per centum of its unimpaired surplus.”

;‘__.: F—Section - 5E38--of -the- Revisod  Statites
Sec. 17. °ction 5138 of the Bovilod tatutes, as

| 7 anandedy e ds inmendad ctb)) mdnn__tomnug.i thereof the follos

¥Seay, 51384 After this section as smended takes effect,

T ae mtinn&l banking association shall be organized with a

1t

\less canigal thap J100,000, exsent that such aspaciations,
with a ca; :it.al of not iass than :ﬁbo 000 may be organised

in . place mlatiqn of which doss not. exceed six

-V thotgana m:a‘bi%ant and exeept that such dssocistidng

“J&)

formed for the pumose of sucgeeding to the business of
| an '@t $4ng banik Hny!  4n' t}facjtsohtion o0f'tHe Chmtioide
of the Currengy, be organized with a less capital than
$50,000, iS1N 148 Svent Lesy tusd 945 LO0LCaNe igac @ gBol
ciation shall be organized in a city the po; ml.a.tmn of
S which Bxeseds | Lifty thousdnid pdreonslwith ol cdpidan ooy :
less than 3$200,000, except that in the outlying districts

4 of ."dnch-.éwtzity-:mra the! Steté' dewd pbmmit the Crguodes-i;

tion of State banks with a capital of $100,000 or less,

2omationall banking asbocistions now drganized oFt hedekiien

organised may, with the zpproval of the Comptroller of
the Currency, have a capital of not less tham §100,000."
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to_continue.in-individual -cases under. this Act for periods of
ninety days subject to suceessive renewals for like periods
but not to exceed one year in all.  Failure on the part of
any such association to comply~with the provisions of this
section shall be penalized by revocation of-its charter in
accordance with the procedure contained-in-seetion-5239 o
the-Revised Statutes.”

SEC. 20. Section 5139 of the Revised Statutes is
amended to read as follows:

“SEC. 5139. That after this section as amended takes
effect, the capital stock of each association shall be divided
into shares of $100 each and be deemed personal property
and transferable on the books of the association in such
manner as may be prescribed in the by-laws or articles
of association; and any such association which has certificates
of stock outstanding on the date this section as amended
takes effect which do not comply with the provisions of this
section as amended shall, within two years after such date,
issue new certificates in compliance with such provisions.
No, certificate representing the stock of any such assoeiation
shall represent the stock of any other corporation, nor shall
the ownership, sale, or transfer of any certificate represent-
ing the stock of any such association be conditioned in
any manner whatsoever upon the ownership, sale, or

transfer of a certificate representing the stock of any other
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corporation. Every person becoming a shareholder by
transfer as permitted by this section shall in proportion to
his shares succeed to all the rights and liabilities of the prior
holder of such shares, and no change shall be made in the
articles of association by which the rights, remedies, or
security of the existing creditors of the association shall be
impaired.”

Sec. 21. From and after January 1, 1933, no officer
of any national bank or member bank shall be (a) an officer
of any unincorporated association or corporation engaged
primarily in the business of purchasing, selling, or negoti-
ating securities; or (b) an employee of any such unincorpo-
rated association or corporation, or of any individual or
copartnership engaged in such business; and no mnational
bank or member bank shall perform the functions of a
correspondent bank on behalf of any such individual, co-
partnership, unincorporated association or corporation; and
no such individual, copartnership, unincorporated association
or corporation shall perform the functions of a correspondent
for any national bank or member bank or hold on deposit
any funds on behalf of any national bank or member bank.

SEc. 22. Section 5144 of the Revised Statutes, as
ame_nded, is amended to read as follows:

“ SEC. 5144. In all elections of directors and in decid-

ing all questions at meetings of shareholders, each share-

23
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holder shall be entitled to one vote on each share of stock
actually owned by him as the result of bona fide purchase,
oift, or inheritance and no shareholder who shall become
such [-lll;()llgll nominal transfer, or ownership on behalf of
another, shall cast such vote. No corporation, association,
or partnership which is the owner of more than 10 per
centum of the stock of any such bank and no officer, director,
or employee of such corporation, association, or partnership,
shall cast a ballot in such elections or meetings either on
shares of stock owned by the corporation or by such officer,
director, or employee. ~Shareholders may vote by proxies
duly authorized in writing; but no officer, elerk, teller, or
hookkeeper of such association shall act as proxy; and no
shareholder whose liability is past due and unpaid shall be
allowed to vote.”

SE6—23~HExeept-as-provided-in-seetion-24-of this Act,
every person who is a shareholder in a national banking
association on Maxch 1, 1934, and every person who be-
comes such a shareholder. after-such date, shall file with
the association a sworn stﬂtement that he is not at the time
a stockholder in any affiliate of such association organized
under the law of any State for the purpose of underwritinf_r,.
dealing or trading in securities, and that he does not intend

to become a stockholder in any such affiliate.
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Src. 24. Notwithstanding the provisions of seetions- 22
and-23-of this Act, any affiliate, or any asé,oc-iation, corpora-
tion, or partnership other than an affiliate, which owns or
controls shares of stock in any national banking association
may make application to the Comptroller of the Currency
for a voting permit entitling it to cast one vote at all elec-
tions of directors of such national banking association on each

share of stock actually owned or controlled by it. The

Coinptroﬂer of the Currency may, in his- discretion, grant or

withhold such permit as the public interest may require but
no such permit shall be granted except upon the following
conditions:

(a) Every such affiliate, association, corporation, or
partnership shall, at the time of making the application
for such permit, enter into an agreement with the Comp-
troller of the Currency (1) to receive at such periodical
intervals as shall be preseribed by the Comptroller, not
more frequent than those designated for the examination
of national banks, examiners representing and acting for
the Comptroller who shall make an examination of its
financial condition with the same degree of care as in the
case of an examination of a national bank, such examination
to be at the expense of the affiliate, corporation, association,
or partnership so examined; (2) that the report of the exam-

iner shall set forth all the facts ascertained by the examina-
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tion and shall include the name, location, capital, surplus,
and undivided profits of each bank in which the applicant
owns stock and the number of .shares so owned; and (3)
that the Comptroller may examine each of the national
banks owned or controlled by such affiliate, association,
corporation, or partnership, both individually and in con-
junction with others so owned or controlled, and may
require publication periodically of individual or consoli-
dated statements of condition of such bank;

(b) Every such affiliate, association, corporation, or
partnership shall deposit-with the Comptroller-of -the Cur-
rency at such times and under such conditions as-he-shall
designate; obligations of the United States in an amount
equal to 10 per centum of the total of capital stock owned
by it in any national bank and shall agree (1) that in the
event of failure of any national bank in which it shall hold
stock the stockholders’ liability accrumg on account of such
stock shall be a first lien upon the, fund 80 deposxted Wlth the
Comptroller and-shall;-if net paid. upon demand of the re-
ceiver-of such bank; be paid by the Comptroller so long. as
there-shall-be-a b&hmce in suech-fund, and (2) that any

deﬁcmnuy in_sueh- fund shall be made up within mnety days

after notxce from the Comptroller of the Currency;
(c) Every such affiliate, association, corporation, or

partnership (1) shall possess at the time of the issuance of
8. 3215——4
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such voting permit, and shall continue to possess during the
life of such permit, free and clear of any lien, pledge, or hy-
pothecation of any nature, assets other than bank stock
which, _t.oget_hqr with the, fund hereinbef::‘).rel .réquired. tc; be
flelﬁ;)sit.éd mth tﬁe'l Gmﬁptr;o]jer of tﬁe Currénoy, shall not
be less than 25 per centum of the aggregate par value of
bank stocks held or owned by such ‘affiliate, association, cor-

poration, or partnership, and (2) shall reinvest in assets

he years 1931 and 1932 for the
‘but gums advenced during the years 1931 and 1932 for
e i n iRy Oufearby M aEsslute,

OYip1dcenent ot daptedt & :
aszociation, corporation, or partnership wmay be couglt'uq

.......

CER HTpREE FENRIRIOE JARPPOE VAILE 01 NS OWN shares
standing until such assets shall equal the outstanding par

value of bank shares owned by it;

(A\ Rverv afficer and amnlovas oFf o0k 20100

Proyided, That from and &f ter January 1, 1938, *T‘i;ﬁ et
(ipaTbEm Teguirenent herpinhafere proyided for shall 99

cregsed Ly not less tham 2 per cehtumvper Znmam;

same penalties for false statement as are applicable at the
time of making such statement to the officers and employees
of national banks; and

(e) Every such affiliate, association, corporation, or
partnership shall, at the time of application for such voting
permit, (1) file a statement with the Comptroller of the
Currency that it does not own, control, or have any interest
in, or is not participating in the management or direction of,
any affiliate formed for the purpose of, or engaged in, the
issue, flotation, underwriting, public sale, or distribution

at wholesale or retail or through syndicate participation of
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stocks, bonds, debentures, notes, or other securities of any
sort, and that during the period that the permit remains
in force it will not acquire any. ownership, eontrol, or
interest in any such affiliate or participate in the management
or direction thereof, or (2) agree that if at the time of
filing the application for such permit it owns, controls,
or has an interest in, or is participating in the management
or direction of, any such affiliate, it will, within two years
after the filing of such application, divest itself of its owner-
ship, control, and interest in such affiliate and will cease
participating in the management or direetion thereof, and
will not thereafter, during the period that the permit remains
in force, acquire any further ownership, control, or interest
in any such affiliate or participate in the management or
direction thereof. |

The CGomptroller of -the Curreney may, in his- discre-
tion, revoke any such voting permit after giving sixty
days’ notice by registered mail Of his-intention to the affili-
ate, association, corporation, or partnership. Whenever the

e : /

Comptroeller of .the [(Jurrency shall have revoked any such
voting permit, no national bank whose stock is owned in
whole or in part by the affiliate, association, eorporation, or
partnership whose permit is so revoked shall receive depos-
its of United States moneys, nor shall any such national

bank pay any further dividend to such affiliate, association,
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1 corporation, or partnership upon any shares of such bank 1, such branch is situated. The aggregate capital of every
9 owned or controlled b}; such affiliate, association, corpora- 2. national banking association and its branches shall at mo
8 tion, or partnership. 3 time be less than the aggregate minimum capital requirea
4 The—provisions-of paragraph ““Seventh ™’ ‘of section 4. by law for the establishment of an equal number of national
5 5136 of the Revised Statutes, as amended, shall be appli- b ' banking associations situated in the various places where
6 cable not only to individual national banking asgociations 6. such association and its branches are situated.”
7 but also to their affiliates and to all affiliates controlled 7 SE0.-26. Sections 1 and 3 of the Act entitled “An Act
& through other-affiliates_or holding companies. & to provide for the consolidation of national banking associa-
a Sro. 25. Paragraph (c) of section 5155 of the Re- G  tions,” approved November 7, 1918, as amended, are
10 vised Statutes, as amended, is amended to,read as follows: 10  amended by striking out the words * eounty, city, town, or
13 “(¢) A national ban‘kiﬁg assoctation may, after the 11 village ” wherever they oceur in each such section, and
i2 date this paragraph as amended takes effect, establish and 12 inserting in lieu thereof the words “ State, county, city,
13 operate new branches within the limits of the city; town, or 13  town, or village.”
14 village, or at any point within the State in which said asso- 14 Sro.-27. The first two sentences of section 5197 of the
15 ciation is situated, if such establishment and operation are at 15 Revised Statutes are amended to read as follows:
16 the time permitted to State banks by the law of the State 16 “Any association may take, receive, reserve, and
17 - in question; exeept-that Alo such association shall establish 17 charge on any loan or discount made, or upon any notes,
T8 a branphoyiduds theitl’ 1900y [ealkon o RGO o dmity of 'such . 15 bills of exchange, or other evidences of debt, interest at the
~ an association to a State boundary line, the ordinary and d .
18 sitngmdsunle Susihess of when asdostatson td found to extend into)/ 19 . rate allowed by the laws of the State, Territory, or District
_ an adjacent State, the Federal Heserve Board may permit A :
20 of ndhéwsthbl it 00(s bisuch o dranches by suck assocla- 20 where the bank is located, or at a rate of 1 per centum in
tion in an adjacent State tut not Leyond a distance of
21 e lifitey dles, from the aedt ofthe phrant Reni, ‘ 91 excess of the discount rate of the Federal reserve bank in the
22 village-in-which-the -association is situated shall set aside 22 Federal reserve district where the bank is located, whichever
25 for the use of that branch a total-amount of capital at least 25 may be the greater, and no more, except that where by the
24 equal to the minimum capital required by law for the organ- 24 laws of any State a different rate is limited for banks of issue

25 ization of a national banking association in the place in which 25 organized under State laws, the rate so limited shall be

Fed for FRASER
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allowed for associations orgamized or existing in any such
State under this Title. - When no rate is fixed by the laws
of the State, or Territory, or District, the bank may take,
receive, reserve, or charge a rate not exceeding 7 per centum,
or 1 per centum in excess of the discount rate of the Federal
reserve bank in the Federal reserve district where the bank
is located, whichever may be the greater, and such interest
may be taken in advance, reckoning the days for which the

note, bill, or other evidence of debt has to run.”

SEC. 28, No national banking association or member

bank shall promise or pay to its depositors as a considera-
tion for the maintenance of deposit halances or aceounts a
rate of interest in excess of one-half the rate of interest spec-
ified in section 5197 of the Revised Statutes, as amended,
and whenever such depositors are bankers who maintain
balances with other banks, no such association or member
bank shall promise or pay for the maintenance with it of
such bankers” balances a rate of interest in excess of the
current rate of discount of the Federal reserve bank of the
district in which the depository bank is located, or in excess
of 24 per centum, whichever rate shall be the smaller.
Ne-such association or member bank shall promise or
pay to any depesitor any-interest or-other compensation for

the maintenance of balances subject to check,

v G 29 @A
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Seo. 29. (a) The second sentence 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 inelude in the case of obligations
of a corporation all obligations of all subsidiaries or affiliates
thereof,”

(b) Paragraph (8) of section 5200 of the Revised
Statutes, as amended, is amended by inserting before the
period at the end thereof a colon and the following: * Pro-
vided, That no obligation of a broker or member of any
stock exchange or similar organization, or of any finance
company, seeurities company, investment trust, or other
similar institution, or of any affiliate, shall be entitled to the
benefits of the foregoing exceptions, but such obligations
shall in every case be subject to the limitations of 10 per
centum hereinbefore set forth in this section; except that the
total obligations of an affiliate shall in no case exceed the
said 10 per centum limitations, or the amount of the capital
stock of said affiliate actually paid in and nnimpaired, which-
ever may be the smaller.”

(¢) Section 5200 (_;f the Revised Statutes, as amended,
is further amended by adding at the end thereof the follow-
ing new paragraphs:

“The ageregate amount of the obligations (including

s A
repurchase agreements) of all the affiliates of a mationa:
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banking association shall not at any time exceed 10 per
centum of the capital stock of such association actually paid
in and unimpaired and 10 per centum of its unimpaired
surplus fund: Provided, That loans collateraled by Govern-
ment bonds, or by bonds issued by the State in which such
bank is situated, or issued by any political subdivision of
such State, shall not be included within the foregoing limi-
tations if actually owned by the borrower from such bank.

“ Within twe years after this section as amended takes
effect, every affiliate shall be capitalized through the sale
of its own stock which shall be paid for in full in cash upon
the same terms and conditions as provided in section 5140
of the Revised Statutes, as amended, in the case of national
bank stock ; and no national bank shall establish or capitalize
an affiliate through cash or stock dividend declarations made
from its surplus or from undivided profits. No affiliate shall
at any time during such two-year period hold, or lend upon,
more than 10 per centum of the shares of the capital stock
of the parent institution.”

SE0.-30. Nothing in section 5200 of the Revised Stat-
utes, as amended, shall be construed to permit a member
bank to lend to any individual or corporation upon collateral
security an amount in excess of 10 per eentum of its capital
stock actually paid in and unimpaired and 10 per centum

f its unimpaired surplus fund, or an amount in excess of

2
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the percentage of ‘such capital ‘and surplus fund as shall
from time to time be designated by ‘the Federal Reserve
Board in accordance with subsection (m) of section 13 of the
Federal Reserve Act, as amended, whichever is the smaller.

Que. 31, Seetion 5211 of ‘the Revised 'Statutes, as
amended, 'is amended by ‘adding at the end thereof the
following new paragraph:

«“ Wach affiliate of & national banking association shall
ake and furnish to ‘the ‘president of the association, for
transmission by him to the Comptroller of the  Currency,
not Tess ‘thati three reports during’ each year, in' such form
as the Comptroller may prescribe, 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, covering the condition of such affiliate
on dates identical with those for which the Comptroller
shall during such year require the reports of ‘the condition
of the association. Hach such report of an affiliate shall
be transmitted to the Complt.rnller 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.  Each such ~ report 'shall " exhibit
in detail and under appropriate heads, the holdings of the
affiliate in question, their cost and present valtue, the ex-

penses of operation for the preceding year, and the balance
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sheet of the enterprise. It shall be the duty of the presi-
dent of such association to satisfy himself as to the correctness
of the report before transmitting the same to the Comptroller.
The ‘reports . of rits raffiliates shall: be published by the
association under the same conditions as govern its own
condition reports. The Comptroller shall also have power
to call for special reports with respect to any such affiliate
whenever in his judgment the same are necessary in order
to obtain a full and complete knowledge of the conditions
of the association with which it is affiliated. Any affiliate
which fails to make and furnish any report required . of
it under this section, and any association whose president
fails to transmit as required by :this section, any such report
furnished to him, shall be subject to a penalty of $100 for
each day during which such failure continues: Provided,
That every affiliate which shall be indebted to any bank
or banks to an amount exceeding 5 per centum of the
capital and surplus of its parent bank shall publish its entire
portfolio at a date and in a manner to be prescribed by
the Comptroller of the Currency but not oftener than once
annually, and every affiliate which shall be so indebted to
an amount in excess of 10 per centum of the capital and
surplus of its parent bank, shall be required to publish its
portfolio in at least one daily newspaper issued in the place

where such bank is located within ten days after receiving
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notice therefor from the Comptroller, but such publication
shall not be considered as a substitute for the annual pub-
lication hereinbefore required.”

Swe. 32. The first paragraph of section 5240 of the
Revised Statutes, as amended, is amended by adding at the
end of the first paragraph thereof the following proviso:
“ Provided, That during the period of two-years after this
section as amended takes effect, in making the examination
of any national bank or of any other member bank, the
examiner shall include an examination of the affairs of all
aftiliates of such bank, and in the event of the refusal to give
any information 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 thereby forfeited, if a national bank,
and if a bank or trust company organized under the law of
any State, membership in the Federal reserve bank of its
district shall be forfeited and no notice of the termination of
such membership shall be required. The Comptroller of the
Currency shall have power, and he is hereby authorized, to
publish the report of his examination of any mational bank-
ing association or affiliate which shall not within one
hundred and twenty days after notification of the recom-
mendations or suggestions of the Comptroller, based on said

examination, have complied with the same to his satisfac-
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tion.. Ninety days’ notice prior to such publicity shall be
given to the bank or affiliate.”

SEo. -88. The Act entitled “An Act to supplement
existing laws against unlawful restraints and monopolies, and
for: other 'purposes,” approved October 15, 1914, ‘as
amended, 'is hereby amended by adding after section '8
thereof the following new section:

““ 8E0.- 8A. That from and after the 1st day of Janu-
ary, 1982; no person shall be at the same time a director,
officer, or employee of any bank, banking association, or
trust company, organized or operating under the laws of
the United States and of a corporation organized for any
purpose whatsoever which shall make loans secured by
collateral to any individual, association, partnership. ‘or
corporation other than its own subsidiaries.

“ No..corporation; —foreign -or domestic. other than
banks incorporated under the laws of a State or of the
United States opérating within the United States and en-
gaged in commerce as defined in this Aect, shall make to
any individual, other corperation. (except its own subsidi-
aries) , private banker, or incorporated banker, loans secured
by collateral; and every violation of the provisions of this
paragraph shall be punishable by a fine of $5,000 per day

during the continuance of such vielation.
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“ No_corporation engaged in commerce as defined in
this Act shall place its funds on deposit with any individual,
private banker, or banking association, or frust company,
except banking associations incorporated under the laws of
the United States or of somé-one of the States or Territories
thereof; and every violation of the provisions of this para-
graph shall be punishable by a fine of not less than $1,000
per day for each day during which such violation continues;
and no corporation which shall fail to deposit its funds in
banking associations incorporated under the United States
or of some one of the States or Territories thereof shall
engage in such commerce.”

SEC. 34. The right to alter, amend, or repeal this
Act is hereby expressly reserved. If any clause, sentence,
paragraph, or part of this Act shall for any reason be
adjudged by any court of competent jurisdiction to be invalid,
such judgment shall not affect, impair, or invalidate the
remainder of this Act, but shall be confined in its operation
to the clause, sentence, pamg.raph, or part thereof directly
involved in the controversy in which such judgment shall

have been rendered.
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A BILL

To provide for the safer and more effective use
of the assets of Federal reserve banks and
of national banking associations, fo regu-
late interbank control, to prevent the undue
diversion of funds into speculative opera-
tions, and for other purposes.

BV Mr Gmsq

JANUARY 21, 1932

Read twice and referred to the Committee on
Banking and Currency
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[CONFIDENTIAL COMMITTEE PRINT]1

Marom 17, 1932

[Existinp,' law is shown in roman type; existing law omitted is shown

in H{%iliH&HHf}m_ﬂHf,fl-} type; new matter is shown in 'f!ra‘[t'('::;]

72p CONGRESS
lsT Sz-;ssmN_ :

IN THE SENATE OF THE UNITED STATES
Maron —, 1932

Mr. Grass introduced the following bill; which was read twice and referred
to the Committee on Banking and Currency

A BILL

To provide for the safer and more effective use of the assets of

Federal reserve banks and of national banking associations,
to regulate interbank control, to prevent the undue diver-
sion of funds into speculative operations, and for other
purposes.

Be it enacted by the Senate and House of Representa-
twes of the United States of America in Congress assembled,
That the short title of this Act shall be the © Banking Act
of 1932.”

SEC. 2. As used in this Act—

(a) The terms ““ bank,” *““ national bank,” “ national
banking association,” *“ member bank,” *“ board,” “ district,”

J. 107143——1
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a1‘zd “reserve bank” shall have the meanings assigned to
them in section 1 of the Federal Reserve Aet, as amended.

(b) The term “ affiliate ” ineludes a trust company, a
finance company, securities company, discount or acceptance
company, wmvestment trust, or other similar mstitution, or «
corporation—

(1) Of whick a wnational bank or member  bank,
directly or indirecly, owns o controls either a magjority of
the voting shares or more than 50 per centum of the number
of shares voted Jor the election of ils directors, trustees, or
other managing officers at the preceding annual meeting, or
controls in any manner the election of a majority of i
directors, trustees, or othey managing officers; or

(2) OfF which control is held, directly or indin*cl/y,
through stock ownership or in any other manner, by the
shareholders of a national bank or member bank who own or
control either q majority of the shares of such bank o more
than 50 per centwm of the number of shares voted for the
election of directors of such bank at the preceding anmual
meeting, or by truslees for the benefit of the shareholders

of any such bank: or

(3) OF which cither a majordy of the members of its
execute commitiee or q majority of s directors, lrustees
stees,

or other managing officers are directors of @ national bay)

or member r’)rw/«’; or
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(f) Which owns or controls, f-f,‘"rr'(.'!]y or ':'.urli-rnc!ly,
etther a majority of the shares of capital stock of a national
bank or member bank or more than 50 per centum of the
number of shares voled for the election of directors of such
bank at the preceding annwal meeting, or controls in any
manner the election of a majority of the directors of such
bank; or

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

Suc. 3. The fourth paragraph after paragraph
“ Eighth’’ of section 4 of the Federal Reserve Act, as
amended, is amended by inserting before the period at the
end thereof a comma and the following: ““but only if
such discounts, advancements, and accommodations are in-
tended for the accommodation of commerce, industry, and
agriculture.  The Federal Reserve Board may prescribe
regulations further defining and regulating the use of the
credit facilities of the Federal reserve system within the
limatations of this Act.  Such facilities shall not be extended
to- member banks for the purpose of making or carrying
loans covering investments, or facilitating the carrying of,
or trading in, stocks, bonds, or other investment securilics
other than obligations of the Government of the United

States. Each Federal veserve bank shall keep itself in-
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1 formed of the loan and investment practices of ils

| N far

2 banks and the uses made by them of the eredis facilities of

8 the Federal reserve system.  The chairman of each Fed-

4 eral reserve bank shall report to the Federal Reserpe Board
any undue, unauthorized, o mproper use of such credil
facilities, together wit}, s recommendation for remedial
action in the matier. The Federal Reserve Board mayy,
wm its discretion,

suspend for not more than one year from

the use of the credit facilities of the Federal reserve system

any member banl: making undye, unauthorized, or improper

use of such facilities.”

SEc. 4. The bwenty-fifth paragraph of section 4 of the

Federal Reserve Act, as amended, is amended by inserting

before the period at the end thereof a colon and the follow-

ng: ““ Provided, That ne such vote shall be cqst by or on

behalf of any member bank, if majority of its stock shall

be held or owned by any affiliate, or other corporation, which

18 fact one of a chain, or of a jointly controlled group

of banks, controlled by an individual, or if ils stock is in the

lhands -of voling trust, or if in any other way such bank

18 prevented from acting subject to the uncontrolled decision

of the general body of stockholders of such bank locally

resident in the town oy city in which such bank is established.”

Sec. 5. The first paragraph of section 7 of the Federal

Reserve Aet, as amended, is. amended to read as follows:

member

3,

“After all necessary expenses of a Federal reserve hank
shall have been paid or provided for, and provision shall
have been Hur‘tff'. when necessary, /'ru‘ rr.\':'m';'u_r; the .wu-/ﬂ/u.w
of the bank to its position as of December 31, 1931, the
stockholders shall be entitled to receive an  annual
dividend of 6 per centumt on the paid-in - capital stock,
which dividend shall be cumulative.  Afier the aforesaid
dividend claims have been fully met, the net earnings
shal be paid to the United Stntes as & fanehise tax
exeept that the whele of sueh pet earRings; ineludine
these for the year ending December 545 +048; shall be paid
to & surples fund until it shell amount to 100 per eentum
of the subseribed eapital stoek of such bank; and thet there-
atter 10 per eentam of sueh net esrnines shall be patd fite
the sweplus, beginning with the net earnings for the year
ending December 31, 1932, shall be paid to the Federal
Liquidating Corporation provided for in section 12B of this
Act and shall be used by the said corporation for ecarrying
out the purposes of such section.”

Sec. 6. Section 9 of the Federal Reserve Act, as
amended, s further amended by inserting between the fifth
and sixth paragraphs thereof the following new paragraph:

“Each affiliate of a bank admitted to membership
under authority of this section shall make and  furnish

to the president of the bank, for transmission by him
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to the Federal Reserve Board, not less than three reports
during each year. Such reports shall be in such form as
the Federal Reserve Board may prescribe, shall be wverified
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 cover the
condition of such affiliate on dates identical with those fived
by the Federal Reserve Board for reports of the condition
of the member bank. Each such report of an affiliate shall
be transmitted to the Federal Reserve Board at the same
time as the corresponding report of the member bank,
except that the Federal Reserve Board mayy, m s discre-
tion, extend such time for good cause shown. BEach sucl
report shall exhibit in detail and under appropriate heads,
the holdings of the affiliate in question, their cost and present
value, the expenses of operation for the preceding year, and
the balance sheet of the enterprise. It shall be the duty
of the president of such member bank to satisfy  himself
as to the correctness of the report before transmitting the
same to the Federal Reserve Board. Any afjiliate which
fails to make and furnish any report required of it under
this section, and any member bank whose president  fails
to. transmat, as required by this section. any such report

furnished to him, shall be subject to a penalty of $100 for

cach day during which such failure continues.”
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SEC. 7. (a) The first paragraph of section 10 of the
Federal Reserve Act, as amended, is amended to read as
follows:

“A Federal Reserve Board is hereby created which
shall consist of eight seven members, including the Seeretry
of the Freasury and the Comptroller of the (furrency, who
shall be members a member ex officio, and six members
appointed by the President of the United States, by
and with the advice and consent of the Senate. In select-
ing the six appointive members of the Federal Reserve
Board, not more than one of whom shall be selected from
any one Federal reserve district, the President shall have
due regard to a fair representation of the financial, agricul-
tural, industrial, and commereial interests, and geographical
divisions of the country, and at least two of such members
shall be persons of tested banking experience. The six
members of the Federal Reserve Board appointed hy the
President and confirmed as aforesaid shall devote their entire
time to the business of the Federal Reserve Board and shall
each receive an annual salary of $12,000, payable monthly,
together with actual necessary traveling expenses, and the
Comptroller of the Currency, as ex officio member of the
Federal Reserve Board, shall, in addition to the salary now

paid him as Comptroller of the Currency, receive the sum
I I Y
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of $7,000 annually for his services as a member of said

board.”

(b) The second paragraph of section 10 of the Fed-
eral Reserve Act, as amended. i amended to read as follows :

" The Seeretnry of the Freasary and the Comptroller
of the Currency shall he ineligible during the time they are
he is in office and for two years thereafter to hold any oflice,
position, or employment in any member bank. The ap-
pointive members of the Federal Reserve Board shall he
imeligible during the time they are in office and for two years
thereafter to hold any office, position, or employment in any
member bank, except that this restriction shall not apply
to a member who has served the full term for which he was
appointed. Of the six members thus appeinted by the Presi-
dent one shall be designated by the President to serve for
&¥6; one for fours one for six, one for eieht: and the balanee
of the members for ten Fears; and thereafter cach mrember
%ﬁﬁﬁ@ﬁﬁﬁd%%ﬁ%kﬁ%%@ﬂﬂf#ﬁ%%ﬁ%%ﬁ%
Ffemoved for eause by the President. [7 pon the expiration
of the term of any member of the Federal Reserve Board in
office when this paragraph as amended iakes effect, the Presi-
dent shall fiz the term of the suecessor to such member at
not lo 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 member in
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any two-year period, and thereafter each member shall hold
office for a term of twelve years. Of the six persons thus
appointed, one shall he designated by the President as
governor and one as vice governor of the Federal Reserve
Board. The governor of the Federal Reserve Board, sub-
ject to its supervision, shall he the ils active executive officer.
The Seeretary of the Freasury may assien offices in the
Department of the Freasury for the use of the Federsl
Reserve Board:  ach member of the TFederal Reserve
Board shall within fifteen days after notice of appointment
make and subseribe to the oath of office.”

(¢) The fourth paragraph of section 10 of the Federal
Reserve Aet. as amended, is amended to read as Jollows:

~TFhe first meetine of the Federal Reserve Board shall
be held in Washinoton. Distriet of Columbia; as soon as
may be aftor the passase of this Aek at & date b be fixed
by the Reserve Bank Organization Committee: The See
retary of the Treasury shall be ex officio ehairmen of the
Hederal Reserve Board No member of the Federal Re-
serve Board shall be an officer or director of any bank,
banking institution, trust company, or Federal reserve bank
ot 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

to the Seeretary of the Freasury: that he has complied with
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this requirement 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, ;ls
above provided, a successor shall be appointed by the Presi-
dent, with the advice and consent of the Senate, to fill such
vacancy, and when appointed he shall hold office for the
unexpired term of the member whose place he is selected
to fill.”

SEC. 8. Subsection (m) of section 11 of the Federal
Reserve Act, as amended, is amended to read as follows:

) Epen the affismative vote of not less than five
of its members; the Federal Reserve Board shall have power
to permit Federal reserve bands to diseount for any member
bank netes; drafts; or bills of exchange bearing the sienature
or endersement of aiy one berrower in exeess of the mmount
permitted by seetion Y and seetton 13 of this et; bat in no
ease to exeeed 20 per eenttin of the mentber bankss eapiial
and swphass Provided; however; That all sueh notes; drafts;
or bills of exchanse diseonnted {or sny member bank
exeess of the mmount permitted wnder such seettons shalt be
seeured by not less than & like face amount of bonds or netes
of the United States issued sinee April 245 1947 for whieh
the borrowwer shall in good faith prier to Jemuwary 4 1924

harve paid oF agreed to pay not less than the full face amonnt

ot

bo
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thereof; or eertifieates of indebtedness of the Hmted States:
Piovided further; That the provisions of this subseetion -(my-
shall not he operntive nlter Betober 35 1924

“(m) Upon the affirmative vote of not less than siz of
its members the Federal Reserve Board shall have power
to fix from time to time [or any member bank the percentage
of the capital and surplus of such bank which may be repre-
sented by loans prolecled by collateral security. Any per-
centage so fived by the Federal Reserve Board shall be sub-
ject to change from time to time upon ten days’ motice, and it
shall be the duty of the board o establish swch percent-
ages with a view to preventing the wndue use of bank
loans for the speculative carrying of securities.  The Federal
2eserve Board shall have power to direct any member bank
to refrain from further increase of its security loans for
any period up to one year. Any violation of this subsection
may be penalized by suspension of all rediscount privileges
at Federal reserve banks.”

Sec. 9. No national banking association and no mem-
ber bank shall (1) make any loan or any extension of eredit
to any affiliate organized and existing for the purpose of buy-
ing and selling stocks, bonds, real estate, or real-estate mort-
gages, or for the purpose of holding title to any such prop-
erty, or (2) invest any of its funds in the capital stock, bonds,

or other obligations of any such affiliale, or (3) accept the
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capital stock, bonds, or other obligations of any such affiliate
as collateral securily to protect loans made to any person,
partnership, or corporation, if the aggregate amount of
such loans, extensions of credit, investments, and acceplances
of collateral securily in the case of any such affiliate, will
exceed 10 per centum of the outstanding capital stock and
surplus of such national banking association or member bank.

Each loan made to an affiliate within the foregoing
Limitations shall be secured by stocks or bonds listed on a
stock exchange which have an ascertained market value at
the time of making the loan of at least 20 per centum more
than the amount of such loan, or shall be secured by notes,
d?'uﬂ.\‘, lls of exchange or acceptances, eligible ﬂu' redis-
count al Federal reserve banks, or by bonds or other obliga-
tions eligible for investment by savings banks in the State
in which the association or member bank making the loan is
located. A loan to a director, officer, clerk, or other em-
ployee of any such affiliate shall be deemed a loan to the
affiliate to the extent that the proceeds of such loan are
transferred to the affiliate.

SEC. 10. The Federal Reserve Act, as amended, is
amended by inserting between sections 12 and 13 thereof
the following new sections:

“Sec. 124. (a) There is hereby created a Federal

Open Market Committee (hereinafter referred to as the

S O =

=1

12

13

[4

¢ committee”’ ), which shall consist of the governor of the
Federal Reserve Board and as many additional members
us there are Federal reserve districts. Each Federal reserve
bank by its board of directors shall annually select from
among the officers of the said bank one member of said
committee. The meetings of said committee shall be held
at Washinglon, District of Clolumbia, at least four times
cach year. Additional meetings may be held elsewhere
upon the call of the Federal Reserve Board, either upon the
motion of the Lr)rf-rr_l or al the request of any three members
of the commillee. In the absence or inability of the gov-
ernor of the Federal Reserve Board 1o act at such meetings
the board shall designate the wvice governor or some other
member of the board to act in place of the governor.
“(b) No Federal reserve bank shall engage in open
market operations described in section 14 of this Act except
A sammatte YT]LU
after approval and authorization by the commattee.
committee shall discuss, adopt, and transmit to the several
Federal reserve banks resolutions relating to all mailters
affecting the open market transactions of such banks and to
all malters affecting the relations of the Federal reserve
system with foreign central or other banks. Ewvery such
resolution shall be reported within three days to the Federal
Reserve Board and shall be subject to s approval. The

board shall annually include in ils report to the Speaker
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of the House of Representatives a review of the decisions
of the committee for the preceding year and an explanation
of the reasons for such decisions and the results thereof, so
far as they may be ascertained.

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

“(d) The conclusions and recommendations of the
commitlee when approved by the Federal Reserve Board
shall be submitted to each Federal veserve bank for de-
termination whether it will participate in any purchases or
sales recommended. If any Federal reserve bank shall
decide not to parlicipate in the open market operations
so recommended, it shall file with the chairman of the com-
mittee within thirty days a notice of ils decision.

“SEc. 12B. (a) There is hereby created a Federal
Liquidating - Corporation (hereinafter veferved to as the
‘corporation’), whose duty it shall be to purchase, hold,
and hiquidate as hercinafter provided, the assets of banks
which have been orvdered closed by the Comptroller of the

Currency or by wole of their directors, and the assets of

1 member banks which have

4 bers Uf the Federal Open

o dg R,
5 section 124 of s
6 the (-m'pnm!irm.

7 be the chairman 0

10 the rfm'pm'r.'.f."rm shall be
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been ordered closed by the

9 (;'.mr."nprfr:h' State authorifies.

Currency and the mem-

“(b) The (-’mu-).f.-h'm’hw' of the

Warket Commaltee created by
Act shall constitute the directors of
The Comptroller of the Currency shall
[ the board of directors of the corporation.

Zic) The t'r_qiir‘uf stock of the (frn'prn'u.’frm shall be

shares r)[ $100 cach. (‘ertaficates of stock of

of two classes, class A4 and class

»  (llass A stock shall be held by member banks only and

) I

payment of dividends out of met
30 per cenlum of such net
year, after payment of all expenses
of the corporation, bul such stock shall have mo vote at

meetings of stockholders. Class B stock shall be held by

S shall mot be entitled to
Federal reserve banks only and s

j o) 3 YOO .
- dwadends ver, deral reserve bank
the payment 0] dividends. Every Feder

hall subscribe to shares of class B stock in the corpora-
S SULOE A .

' : ' , surplus of
t o an amounlt ('rl;mu' Lo um'—)rm.-.fh. 0/ th U] }
207 U

her 3 95 md s subscervptions shal
'\'H(,‘h. IJHHI.' (11 l)f‘t“-t".*ut_h‘.! -Jf. .IJJ_I(. (i }

€ L o ’ ' ) LjLed Cll { Mt .‘l‘] LILE ‘

: v 1alf of
troller of the Currency ut ait amount equal to one-half of

iple The remainder of such
1 per centum Of such subscription. The remainder of

' all from time to time b
subscription shall be subject to call from tume t Y
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the board of directors upon nwnely days’ notice and annual
subscriptions to such stock shall be made by each such bank
m an amount equal to one-fourth of the annual wnecrease
of such swrplus.

“(d) Every member bank shall subscribe to the class
A capital stock of the corporation in an amount equal to
one-half of 1 per centum of its total net outstanding trme
and demand deposits on the last call date in the year 1931.
One-half of such subscription shall be paid in full within
ninely days after receipt of notice from the chairman of
the board of directors of the corporation; and the remainder
of such subseription shall be subject to call from time to

time by the board of directors of the corporation.

“(e) The amount of the outstanding class A stock of

the corporation held by member banks shall be annually
adjusted as hereinafter provided as member banks increase
their time and demand deposits or as additional banks be-
come members, and such stock may be decreased in amount
as member banks reduce thewr time and demand deposits or
cease to be members. Shares of the capital stock of the
corporation owned by member banks shall not be transferred
or hypothecated. When a member bank increases its ltime
and demand deposits, 1t shall at the bequnning of each calen-
dar year subscribe for an additional amount of capital stock

of the corporation equal to one-half of 1 per centum of such
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increase in deposils.  One-half of the amount of such addi-
tional 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 applying for stock
i the corporation at any time after the organization thereof
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 applicant bank, paying therefor 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 cor-
poration. When the capital stock of the corporation shall
have been increased, either on account of the increase of the
time and demand deposils of member banks or on account
of the increase wn the number of member banks, the board
of directors of the corporation shall cause to be execuled a
certificate to the Comptroller of the Currency showing the

increase in capital stock of the corporation, the amount paid

in, and by whom paid. When a member bank reduces its

time and demand deposits it shall swrrender, 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 surrender
all its holdings of the capital stock of the corporation and be
released from its stock subscriplion not previously called.

J.107143——2
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The shares so surrendered shall be canceled and the mem-
ber bank shall recewe in payment therefor, under requla-
tions to be prescribed by the Federal Reserve Board, a sum
cqual to its cash-paid subscriptions on the shares surrendered
and its proportionate share of earnings not to exceed U'Hf’—’!””f
of 1 per centum a month, from the period of the last divi-
dend on such stock, but not above the book value of such
earmngs, less any liability of such member bank to the
corporation.

“(f) 1] any member bank shall be declared insolvent,
the stock held by it in the corporation shall be canceled,
without tmpairment of the Liability of such bank, and all
cash-paid subscriptions on such stock, with ils proportionate
share of earmings not to exceed one-half of 1 per centum
per month from the period of last dividend on such stock
but not above the book value of such earnings, shall be first
applied to all debts of the insolvent bank to the corpora-
tion, and the balance, if any, shall be paid to the receiver
of the wnsolvent bank. Whenever the capital stock of the
corporation 1s reduced, either on account of a reduction in
time and demand deposits of any member bank or on account
of the liquidation or insolvency of such bank, the board
of duwrectors shall cause to be executed a certificate to the
Comptroller of the Currency showing such reduction of

capital stock and the amount repaid to such bank.
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“lg) When the minimum amount of class A and class
B capital stock required by this Act shall have been sub-
scribed and paid for by such banks, the Comptroller shall
designate five reserve banks to execute a certificate of organi-
zation, and therewpon the banks so designated shall, under
thewr seals, make an organization certificate which shall
.\'p(’(‘f/:’('(!ﬂj} state the name of the (frn'pm'rfh}m and the ety
and State in which the corporation is to be located, the
amount of capital stock and the number of shares into
which the same s divided, the name and place of doing
business of each bank executing such certificate and of all
banks which have subscribed to the capital stock of such
corporation, the number of shares subscribed by each such
bank, and the fact that the certificate is made to enable the
banks exvecuting the same and all banks which have sub-
seribed or may H.*(:.I".'"G{I).f(f}‘ subscribe to such capital stock to
avail themselves of the advantages of this section.

“(h) Such organization certificate shall be acknowl-
edged before a judge of a court of record or a notary public
and shall, together with the acknowledgment thereof au-
thenticated by the seal of such court or notary public, be
transmitted to the Comptroller of the Currency, who shall
file, record, and carefully preserve the same in his office.

“(i) Upon the filing of such certificate with the

Comptroller of the Currency as aforesaid, the said corpora-
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tion shall become a body corporate and as such shall have
power—

“First. To adopt and use a corporate seal.

“Second. To have succession for a period of twenly
years from its organization wnless it is sooner dissolved by
an Act of Congress, or unless its franchise becomes forfeiled
by some wiolation of law.

“Thurd. To make contracts.

“Fourth. To sue and be sued, complain and defend,
i any court of law or equity.

“Iifth. To appoint by its board of directors such ofji-
cers and employces as are not otherwise provided for in this
section, to define their duties, require bonds of them and
fix the penalty thereof, and to dismiss at pleasure such
officers or employees.

“ Sizth. To prescribe by its board of directors, by-laws
not inconsistent with law, regulating the manner in which
its general business may be conducted, and the privileges
granted to 1t by law may be exercised and enjoyed.

“ Seventh. T'o exercise by its board of directors, or duly
authorized officers or agents, all powers specifically granied
by the provisions of this section and such incidental powers
as shall be mecessary o carry out the powers so granted.
“ (1) The board of directors shall administer the af-

fairs of the corporation fairly and impartially and without
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discrimination in favor of or against any member bank or
banks and shall, subject to the provisions of law and the
orders of the Federal Reserve Board, extend to each bank
which s ordered closed by the Comptroller of the Currency,
or by vote of its directors, and to each member bank which is
ordered closed by the appropriate State authorities, such
accommodations as may be safely and reasonably made with
due regard for the claims and demands of other member
banks.

“(k) Whenever any national bank shall be declared
insolvent or placed in the hands of a receiwer it shall be
the duty of the Comptroller of the Currency to appoint a
valuation committee of three members which shall indhude
the receiver of such bank, a member to be named by the
board of directors of such bank, and a person to be chosen
by the recewer and the member named by the board of
directors. The receiver shall be chairman of the commit-
tee, and the commiltee shall at once proceed to make a pre-
liminary valuation of the assets of the bank. Thereupon
the recewer shall notify the Comptroller of the Currency
of the valuation agreed wpon, the Comptroller shall make
a formal tender of such assets to the corporation which
may purchase the same in whole or wn part as its board of
directors may determine. It shall be the duty of the cor-

poration to proceed to realize as rapiudly as possible, having
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due regard to the condition of “credit in the district in which
such bank is located, the assets so purchased, and if the
amount realized from such assets exceeds the sum paid
therefor, the corporation shall make an additional payment
to the receiver of the bank equal to the amount of such
excess, if any, after deducting a liquidation fee of 6 per
centum of the sum thus realized. Money belonging to the
corporation over and above such funds as may be-required
for current operating expenses shall be kept invested in the
assets of ansolvent or closed banks or in securities of the
Government of the United States.

“(l) The corporation may, in its discretion, purchase
the assets of banks in the hands of receivers on the date of
its organization, but on the same conditions and terms as are
applicable wn the case of assets of banks which may fail or
be closed after such date. Nothing herein contained shall
be construed to prevent the corporation from making loans
to banks ordered closed by the Comptroller of the Currency
or by vote of their directors, or to member banks ordered closed
by the appropriate State authorities, or from entering into
negotiations to secure the reopening of such banks.

“(m) Member banks organized under the law of any
State which are now or may hereafter become insolvent or
suspended shall be entitled to offer their assets for sale to

the corporation wpon recewing permission in accordance with

23
law from the banking superintendent or commissioner of
the State, wnder the same conditions as ave applicable to the
sale of assels of insolvent or suspended banks under the law
of the State in which such member bank is located.

“(n) For a period of not to exceed two years after
this section takes effect the corporation is authorized to pur-
chase and for a period of five years thereafter to hold and
hiquidate the assets of closed State banks, to make loans to
such banks and to enter into negoliations to secure the re-
opening of such banks under the same terms and conditions
as are applicable in the case of national banks and member
banks; except that (1) no such purchase or loan shall be
made and no such negotiations shall be entered into unless
it 18 permatted under the laws of the State in which such

State bank 1s located, and (2) the amount realized wpon the

sale of the assets of any such State bank n excess of the

amount paid for such assels by the corporation shall, after
deducting the amount of the liquidation fee authorized to be
charged by the corporation under paragraph (I), be paid
into the Treasury of the United States as miscellaneous
receipts.  Ior the purpose of carrying out the provisions of
this paragraph, there is hereby authorized to be appropriated
the sum of $200,000,000, which shall be paid by the Secre-
tary of the Treasury to the corporation in such amounts and

al such times as the board of directors thereof may require.
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1 The sums so paid to the corporation shall be used exclusiely collateral security to the corporation’s promissory notes,

2 for such purposes. As wused in this paragraph the term 9 under such terms and conditions as may be agreed upon
8 ‘State bank’ shall include any savings bank, trust com- 9 by the corporation, provided that the obligations so incurred,
4 pany, or other banking institution, authorized to accept de- 4 together with all other outstanding obligations of the corpo-
b posits, organized under the laws of any State, and which 5 ration, shall not be in excess of four times the amount of its
6 is not a member of the Federal reserve system. ¢ capital.
7 “lo) The corporation is authorized and empowered 7 “(p) All notes, debentures, bonds, or other such obliga-
8 to issue and to have outstanding at any one time in an 8 tions wssued by the corporation shall be exempt, both as to
O amount aggregating not more than four times the amount 9 principal and interest, from all taxation (except estate and
10  of its capital, its notes, debentures, bonds, or other such obli- 10 nheritance taxves) now or hereafter imposed by the United
11 gations, to be redeemable at the option of the ('.‘f)}"/)())‘(a‘fl'()‘ﬂ 11 States, by any Territory, dependency, or possession thereof,
12 before maturity in such manner as may be stipulated in 12 or by any Slate, county, municipality, or local taxing author-
112 such obligations, and to bear such vate or rates of interest, 13 ity. The corporation, including its franchise, ils capital,
14 and to mature at such time or times as may be determined 14 reserves, and surplus, and its income, shall be exempt from
15 by the corporation: Provided, That the corporation may sell 15 all taxation now or hereafter imposed by the United States,
16 on a discount basis short-term obligations payable at maturity 1G by any Territory, dependency, or possession thereof, or by
17T without interest. The notes, debentures, bonds and other 17 amy Stale, county, munmicipality, or local taxing authority,
I8 such obligations of the corporation may be secured by assets 1o except that any real property of the corporation shall be
19 of the corporation in such manner as shall be prescribed 19 subject to State, Territorial, county, municipal, or local tax-
20 by its board of directors. Such obligations may be offered 20 ation to the same extent according to its value as other real
21 for sale at such price or prices as the corporation may 21 property is taxed.
22  determine. The CUI‘]J(H‘(.IHUH 18 fu.-y{hgp authorized and 24 “(g) In order that the (.'U'J'pm'a{fon may be a'(.t-pp{fr’(l with
25 e-r::.1)01:_r(4;-(?tl to d-is,j_uose of any promissory note of any recewver 2 such forms of notes, debentures, bonds, or other such obliga-
24 evidencing loans made by the corporation, and to pledge 24 tons as it may need for issuance under this Act, the Secre-
2D such recewers motes and any of the corporation’s assets as 25 tary of the Treasury is authorized to prepare such forms as
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1 shall be suitable and approved by the corporation, to be held warning of the reserve bank of the district or of the Federal
2 in the Treasury subject to delivery, uwpon order of the corpo- Reserve Board to the contrary, inerease its oulstanding
3 ration. The engraved plates, dies, bed pieces, and other 8 loans made upon collateral sceurity, or made to the mem-
4 malerial executed in connection therewith shall remain in the 4 bers of any orgamzed stock exchange, investment house,
5 custody of the Secretary of the Treaswry. The corporation 5 or dealer in securilies, upon any obligation, note, or bill,
6 shall reimburse the Secretary of the Treasury for any 6 secured or wunsecured, for the purpose of purchasing
T expenses incurred in the preparation, custody, and delivery 7 and/or (rnt%r‘.yh'z_r; ivestment  securities (except obligations
8 of such notes, debentures, bonds, or other obligations.” 8 of the Umited Slates) such advance shall be immediately
9 Sec. 11. The seventh paragraph of section 13 of the 9 due and payable, and such member bank shall be ineligible
10 Federal Reserve Act, as amended, is amended to read as 10 as a borrower at the reserve bank of the district upon fiftéen-
11 follows: 11 day paper for such period as the Federal Reserve Board shall
12 “ Any Federal reserve bank may make advances to its 12 determine. The Federal Reserve Board shall have power
18 member banks on their promissory notes for a period of not 13 from time to time wn its discretion by unanimous vote of its
14 exceeding fifteen days at rates to be established by such Fed- 14 members to suspend the provisions of this paragraph in whole
15 eral reserve bamks bank, which rates shall in all cases be at 15 or in part, whenever in its opinion the public interest shall

16 least 1 per centum higher than the rediscount rate then in 16 call for such action. Each such suspension shall be for a

17  force at such reserve bank, subject to the review and deter- 17 period of wminety days and may be renewed for one addi-
18 mination of the Federal Reserve Board, provided such prom- ‘ 18 tional period of wminety days upon unanimous volte of the
19 issory notes are secured by such notes, drafts, bills of : 19  members of the board.”

20 exchange, or bankers’ acceptances as are eligible for redis- 20) Sec. 12. Section 14 of the Federal Reserve Act,
21 count or for purchase by Federal reserve banks under the 21 as amended, is amended by ;,.;]({,:';,5; at the end thereof
22  provisions of this Act, or by the deposit or pledge of bonds 22 the following new paragraph:

23 or notes of the United States. If any member bank to 23 “(g) Subject to the powers conveyed to and be-
24 which any such advance has been made shall, during the 24 stowed upon the Federal Open Market Commattee by sec-
25 life or continuance of such advance, and despite an official 25  tion 124 of this Act, the Federal Reserve Board shall
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exercise special supervision and control over all relation-
ships and transactions of any kind entered into by any Fed-
eral reserve bank with any foreign banl: or banker, or with
any group of foreign banks or bankers, and all such rela-
tionships and transactions shall be subject to such requla-
tions, conditions, and limitations as the board may prescribe.
No officer or other representative of m?g.; Federal reserve
bank shall conduct negotiations of any kind with the officers
or representatives of any foreign bank or banker without
first obtaining the permission of the Federal Reserve Board,
The Federal Reserve Board shall have the right, in its dis-
cretion, to be represented in any conference or megotiations
by such representative or representatives as the board may
designate. A full report of all conferences or negotiations,
and all understandings or agreements arrived at or trans-
actions agreed upon, and all other material facts appertain-
wng to such conferences or negotiations, shall be filed with the
Federal Reserve Board: in writing and signed by all repre-
sentatives of the Federal reserve bank attending such confer-
ences or negotiations regardless of whether or not the Federal
Reserve Board shall be rvepresented at such conferences or
negotiations.”

Sec. 13. Section 19 of the Federal Reserve Act, as

amended, 13 amended to read as follows:
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“Sro. 19. (a) ‘Demand deposits > within the mean-
ing of this Act shall comprise all deposits payable within
thirty days, and ‘ time deposits ” shall comprise all deposits
payable after thirty days, all savings accounts and certifi-
cates of deposit which are subject to not less than thirty days’
notice before payment, and all postal-savings deposits.”
“(b) Every bank, banking assoeiation, or trust com-
pany which is or which becomes a member of any Federal
reserve bank shall establish and maintain reserve balances
with its I'ederal reserve bank as follows:
“Aa) (1) 1f not in a reserve or central reserve city as
now or hereafter defined, it shall hold and maintain with
the Federal reserve bank of its district an actual net

—_

balance equal to not less than 7 per centum of the aggre-
gate amount of its demand and time deposits and 3
per eentimn of its thme depesits: Provided, That the said
net balance maintained against time deposits shall be 3 per
centum during the calendar year 1932, and shall be inereased
at the rate of four-fifths of 1 per centum on the 1st day of
January i each calendar year thereafter wuntil it shall
equal 7 per centum as hereinbefore prescribed.

“4b) (2) If in a reserve city as now or hereafter de-
fined it shall hold and maintain with the Federal reserve bank

of its district an actual net balance equal to not less than 10
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per centum of the aggregate amonnt of its demand and time
deposits and 3 per eentimn of s time depesits: Provided,
That the said net balance hereinbefore required to be main-
tained against time deposits shall be 3 per centum during the
calendar year 1932, and shall be increased at the rate of 1%
per centum on the 1st day of January in each calendar year
thereafter until it shall equal” 10 per centum as hereinbefore
prescribed: Provided further, That if located in the outlying
districts of a reserve city or in territory added to such a
city by the extension of its corporate charter it may, upon
the aflirmative vote of five members of the Federal Reserve
Board, hold and maintain the reserve balances specified in
paragraph &} (7) hereof.

“tey (3) If in a central reserve city as now or here-
after defined it shall hold and maintain with the Federal
reserve bank of its district an actual net balance equal
to not less than 13 per centum of the aggregate amount
of its demand and time deposits and 3 per centum of
#s time depesits: Provided, That the said net balance
hereinbefore required to be maintained against time deposits
shall be 3 per centum during the calendar year 1932, and shall
be increased at the rate of 2 per centum on the 1st day of Jan-
uary i each calendar year thereafter until it shall equal 13

per centum as hereinbefore prescribed: Provided—heoweser

further, That if located in the outlying districts of a central

19
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reserve city or in territory added to such city by the exten-
sion of its corporate charter it may, upon the aflirmative
vote of five members of the Federal Reserve Board, hold
and maintain the reserve balances specified in paragraphs
4} (1) and b} (2) hereof.

“(¢) No member bank shall keep on deposit with any
State bank or trust company which is not a member bank a
sum in excess of 10 per centum of its own paid-up capital
and surplus. No member bank shall act as the medium or
agent of a nonmember bank in applying for or receiving dis-
counts from a Federal reserve bank under the provisions of
this Act except by permission of the Federal Reserve Board.

“U(d) No member bank shall act as the medium or
agent of any monbanking corporation or indwidual in
malking loans protected by collateral security; and no mem-
ber bank shall make loans or discount paper for any
corporation or indiwidual if the proceeds of such trans-
action are to be used directly or indirectly for the purpose
of making loans protected by collateral security in favor
of any investment banker, broker, member of any stock
exchange, or any dealer in securities. Fvery violation of
this ]n'm.'i.s‘irm. by any member bank shall be punishable by
a fine of not less than $100 per day r{ur;ny the continuance

of such wviolation, but it shall be a good defense that the
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borrower at the time of oblaining such loan or discount from
a member bank made a sworn statement that the proceeds
of the transaction would not be used for such purpose.

“(¢) The required balance carried hy a member bank
with a Federal reserve bank may under the regulations, and
subject to such penalties as may be preseribed by the Fed-
eral Reserve Board, be checked against and withdrawn by
such member bank for the purpose of meeting existing
liabilities: Provided, however, That no bank shall at any
time make any new loans or shall pay any dividends unless
and until the total balance required by law is fully restored.

“(f) No member bank shall sell or transfer to another
member bank, or to a nonmember bank, private banking
house, or banker, any balance standing to its credit upon
the books of the Federal reserve bank of its district i excess
of the balances required by this section unless the Federal
Reserve Board shall have first authorized by general order
the making of such sales or transfers within such district
or between such district and another Federal reserve dis-
trict, but no such sale or transfer shall be made by any such

bank without first charging and reserving a fee to be fived

by the Federal Reserve Board on the basis of the rate of

discount then charged wpon ninety-day paper by the Federal
reserve bank of the district in which the bank making such

sale or transfer is located.
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“lg) The Federal Reserve Board shall have power to
suspend all dealings in reserve balances for such period
as 1t may deem best. In estimating the reserve balances
required by this Act, the net difference of amounts due to
and from other banks shall be taken as the basis for ascer-
tainang the deposils against which required balances with
Federal reserve banks shall be determined; and the liability
crealed by every repuvchase or other similar agreement
entered into by a member bank shall be added to such net
difference as ascertained wunder the provisions of this
paragraph.

“(h) National banks, or banks organized under local
laws, located in Alaska or in a dependency or insular
possession or any part of the United States outside the
continental United States may remain nonmember banks
and shall in that event maintain reserves and comply with
all the conditions now provided by law regulating them; or
said banks may, with the consent of the Reserve Board
board, become member banks of any one of the reserve dis-
tricts and shall in that event take stock, maintain reserves,
and be subject to all the other provisions of this Act.”

Sro. 14. Section 24 of the Federal Reserve Act, as
amended, 1s amended to read as follows:

“ SEC. 24. Any national banking association may -make

loans secured by first lien upon improved real estate, includ-

J. 107143 B!
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ing improved farm land, situated within its Federal reserve
distriet or within a radius of one hundred miles of the place
in which such bank is located, irrespective of district lines.
A loan secured by real estate within the meaning of this
section shall be in the form of an obligation or obligations
secured by mortgage, trust deed, or other such instrument
upon real estate when the entire amount of such obligation
or obligations is made or is sold to such association. The
amount of any such loan shall not exceed 50 per centum
of the actual value of the real estate offered for security,
but no such loan upon such security shall be made for ¢
longer term than five years. Such valuations shall be
revised by the Comptroller of the Currency at the time
of each examination of the bank making the loan and he
shall have power to order changes therein and to require
the adjustment of loans to such revised valuations. Any
such bank may make such loans in an aggregate sum, in-
cluding in such aggregate any such loans on which it
is liable as indorser or guarantor or otherwise, equal to
25 15 per centum of the amount of the capital stock of such
association actually paid in and unimpaired and 25 15 per
centum of its unimpaired surplus fund, or to one-half of
its saines time deposits, at the election of the association, sub-
ject to the general limitation contained in section 5200 of the

Revised Statutes of the Enited States. [nwvestments in bank
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premases and unsecured loans whose eventual safety depends
upon the value of real estate shall be counted for the purposes
of this section as real-estate loans. Fvery such bank may apply
the moneys deposited therein as time deposits to the loans herein
authorized and the balance of such time deposits shall be
wvested in property and securities in which savings banks may
mvest under the law of the State where such national bank is
situated, or where there is no such law relating to investments
by savings banks, in such property and securities as may be
specified by the Comptroller of the Currency: Provided, That
every member bank shall be required to report ils investments
m, or holdings of, any such property and securities at an
aggregate valuation which shall not exceed the aggregate
market value thereof at the time such reports to the Comp-
troller or to the Federal Reserve Board are made: Provided
further, That the reserve against time deposits required by
section 19 of this Act shall be counted as a corresponding
part of such investments. All the property of any insolvent
national bank acquired under this section shall be applied by
the receiver thereof in the first place ratably and proportion-
ately to the payment in full of its time deposits. Such banks
may continue hereafter as heretofore to receive time and
savings deposits and to pay interest on the same, but the
rate of interest which such banks may pay upon such time

deposits er wpen savings or other deposits shall not exceed
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the maximum rate authorized by law to be paid upon such
deposits by State banks or trust companies organized under
the laws of the State wherein such national banking
association is located.

“Fvery national banking association and every mem-
ber bank which is in existence at the date this section as
amended takes f*)}'f-‘r"! shall be required, within. a period of
two years from such date, to comply fully with the provisions
of this section, and every national banking association here-
after organized and every State bank or trust company
hereafter becoming a member of the Federal reserve system
shall comply with the provisions of this section from the date
of its orgamization or admission to membership, as the case
may be.”

SeEc. 15. Paragraph “Seventh” of section 5136 of
the Revised Statutes, as amended, is amended to read as
follows:

“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 evidences of debt;
by receiving deposits; by buying and selling exchange, coin,
and bullion; by loaning money on personal sécurity; and

by obtaining, issuing, and circulating notes according to
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the provisions of this titles—Provided: That the business of
Lnted to buyine and selling withont reconrse marketable
obligations evideneing indebtedness of any persen; eopart-
nership; asseeintion; or eorporation; in the form of bonds:
notes; andlor debentures; eonmmonly known as iwvestment
seeurities; ander sneh further definition of the term “invest
Hent seewrities™ as may by resulation be preseribed by the
Comptroller of the Curreney; and the total amount of sueh
saeh assecintion shall at no time exeeed 25 per eentwm of
the amount of the eapital steek of saeh asseciation
total emount; and generally by engaging in all forms
of banking business and undertaking all types of bank-
g transactions that may, by the laws of the State
in which such bank is 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 the National Banlk Act, as
amended, the Federal Reserve Act, as amended, or any

other laws of the United States. The business of pur-

chasing and selling investment securities shall hereafter

be limited to purchasing and selling such securities without
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) recourse, solely upon the order, and for the account of, the law of any State to conduct a safe deposit business in

[

9 customers, and in no case for its own account, and no, such o an amount in excess of 15 per centum of the capital stoek

5 association shall underwrile any issue of securilies; excepl o of such association actually paid in and unimpaired and 15

4. that any such association may puwrchase and hold  for ils 4 per centum of ifs unimpaired surplus.”

5 own account investment securities to such an amount and = SEc. 16. Section 5138 of the Revised Statutes, as

G of such kind as may be by regulation prescribed by the o amended, is amended to read as follows:

Comptroller of the Currency, but in mo event shall the 7 “ SEC. 5138. After this section as amended takes effect,

8 total amount of such investment securities of any one obligor g mo Ne national banking association shall be organized

9  or maker held by such association exceed 10 per centum of g with a less capital than $100,000, except that such asso-

10 the total amount of such issue outstanding, nor shall the total (g ciations with a capital of not less than $50,000 may—sit

11 amount of the securities so purchased and held for its own

(1 +he approval of the Seeretary of the Treasarys be organized

12 account at any time cxceed 15 per centum of the amount 12 In any place the population of which does not exceed six

13 of the capital stock of such association actually paid n 13 thousand inhabitants, and except that such associations with

i4 and unimpaired and 25 per centum of its unimpaired. sur-

14 & eapital of not less than $25:000 may; with the sanection

i5  plus fund. Except as hereinafter provided or otherwise per-

15 of the Seeretary of the Treasurys be orennized in anv plaee

16 mitted by law, nothing herein contained shall -authorize the

1¢ the population of which dees not exeeed three thousand

17 purchase or holding of any shares of stock of any corporation

17 ihabitents formed for the purpose of succeeding to the busi-

I.-T‘.‘ ])y I’.U."_f)-‘ SUC f! association. llf{. ]:‘HHfoIUH.\ /HH.(H. (,(}J!f({{”( ([ (LS 18 11688 U’ an (?.'?'I-Sf-.'??.f/ Z)f.'”lfl' ‘Inff.:]f, mn H{p (hg('-r(e[,tun ()[ ﬂ,l(f (_.'Ump—

19 to the purchasing and selling of investment securities shall ot 19 troller of the Currency, be organized with a less capital than

20 apply to obligations of the United States, or general obliga- 20 $50,000, but in no event less than $25,000. No such asso-

¢ iong of anv State or of anv Hieal s hereof, or ’ i s s 3 - .
21 tions of any State or of any political subdivision thereof, 0 21 ciation shall be organized in a city the population of which

22 obligations issued under authority of the Federal Farm Loan 22 exceeds fifty thousand persons with a capital of less than

) N By s sl e g e e S he dnecs commonl i 2 : Sl
3 Act: Provided, That in carrying on the business commonly 25 $200,000, except that in the outlying districts of such ‘a

24 known as the safe deposit business no such association shall 94 city where the State laws permit the organization of Staté

9’ oo WENOL v sanital efock of a cornorati Y OANIZE iy - x A v .
25 invest in the capital stock of a corporation organized under 95 banks with a capital of $100,000 or less, national banking

r FRASER




bd for FRASER

na

=1 Sy [ (VL]

0

10

40
associations now organized or hereafter organized may, with
the approval of the Comptroller of the Currency, have a
capital of not less than $100,000.”

Sec. 17. Section 5139 of the Revised Statutes 1s
amended to read as follows:

“SEC. 5139. Bhe After this section as amended takes
effect, the capital stock -of each association shall be
divided into shares of $100 cach—er inte shares of sueh less
arponnt as may be provided in the artieles of assoeintion; and
be deemed personal property and transferable on the books
of the association in such manner as may be prescribed in
the l.:S-*—]nWs or articles of association; and any such assocua-
tion which has certificates of stock outstanding on the date
this section as amended takes effect which do not comply with
the provisions of this section as amended shall, within two
years after such date, issue new certificates in compliance
with such provisions.  No certificate representing the stock
of any such association shall represent the stock of any other
corporation, nor shall the ownership, sale, or transfer of any
certificate representing the stock of any such association be
conditioned wn any manner whatsoever wpon the ownership,
sale, or transfer of a certificate representing the stock of any
other corporation. Xvery person becoming a shareholder

by saeh transfer as permitted by this section shall in propor-

(0 o] -3 & Ot = W
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tion to his shares succeed to all the rights and liabilities of the
prior holder of such shares, and no change shall be made
in the articles of association by which the rights, remedies,
or security of the existing creditors of the association shall
be impaired.”

Sec. 18. F'rom and after January 1, 1933, no director,
officer, or employee. of any mational bank or member bank
shall be (a) an officer of any unincorporated association or
corporation engaged primarily in the business of purchasing,
selling, or negotiating securities, or (b) an employee of any
such unincorporated association or corporation, or of any
indwidual or partnership engaged in such business, or (c) a
director, officer, or employee of a corporation organized for
any purpose whatsoever which shall make loans secured by
collateral to any corporation other than its own subsidiaries,
or to any wmdwdual, association, or partnership; and no
national bank or member bank shall perform the functions of
a correspondent bank on behalf of any such individual,
partnership, unincorporated association or corporation; and
no such individual, partnership, unincorporated association
or corporation shall perform the functions of a correspondent
for any national bank or member bank or hold on deposit
any funds on behalf of any national bank or member bank.

Sec. 19. Section 5144 of the Revised Statutes, as

amended, is amended to read as follows:
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1 “ SEC. 5144. In all elections of directors and in decid- 1 Reserve Board may, in its discretion, grant or withhold
2 ing all questions at meetings of shareholders, each share- 2 such permit as the public interest may require but no such
3 - holder shall be entitled to one vote on each share: of stock 3 permit shall be granted except upon the following conditions:
4 keld actually owned by him as the result of bona fide % () e sl eifialo. o5seqation,, carmeration, &
5 purchase, gift, or inheritance and no shareholder who shall 5. partnership shall, at the time of making. the apphcation
6 become such through nominal transfer, or ownership on behalf G jor such permil, enter into an agreement with the Comp-
T of another, shall cast such vote. No corporation, associa- 7 troller of the Currency (1) to receive at such, periodical
8 tion, or partnership which is the owner of more than 10 per 8  antervals as shall be prescribed by the Comptroller, on dates
9 _centum of the stock of any such national bank and no officer, G dentical with those fixed for the examination of national
10 (h'}‘t.fc.’ur, or f'!i'i];'fri),ffr."t‘ Uf such ('(JI‘}.HH'CHJ.()H, association, or part- 10 banks, examiners ;"")P"‘PS““!‘;“{/ and ”“"’i”y f“"' the (:-"”»’“P‘
11 Hcra‘lu-p. shall cast a ballot in such elections or meelings either 11 troller who shall make an examination of s financial condi-

i : : . 9 thion wi o same. degree of care as in the. case of an
2 . on shares.of stock owned by the corporation or by such officer, 12 tion with the sam g / f

2 S AATAL S e i 1 : 3 examination of a national bank, such examination to be at
15 director, or employee. Shareholders may vote hy proxies 13 e f 3

’ - : ‘s : - ,expense of the affiliate, corporation, association, or
14\ duly authorized in writing; but no officer, clerk, teller, or ey the, RREnss, Qlnkina dHkIte oont ’ :
= T, : = 3 ‘tnership so examined; (2) that the report of the exam-
15 bookkeeper of such asseeiation bank shall act as proxy ; and 1§ BETIRSENP. &0, mgmedic (Rl ihat the FERATE O

( : N N P s iner s > facts ascertained 1 e eramind-
16 no shareholder whose liability is past due and unpaid shall 16, 4ner: shall, set forth all the, facts\ascertained;by. the ezaming

17 be allowed to vote.” 17 tion and shall winclude a statement of the nmame, location,

- b L AT g . - ; : “amni surplus, and undivided profits of each bank in which
I8 SEC. 20. Notwithstanding the provisions of section 18 _sopitah, Surrusiand i orofits, of e ;
10 A4 nf y o P y , 9 the applicant owns stock ) o of shares so owned, the
it 0144 of the Revised Statutes, as amended by this Act, any 19, . the,appisent oumns slock, the pumberiof slgres Sagutd,

9 7S WU : . 9 par and book value of such shares, the number of shares o
20 affiliate, or any association, corporation, or partnership other A BEG T REUe ' / /

it o . \ 9 bank stock acquired and sold since the last examination. and
21 - than an affiliate, which owns or controls shares of stock in any 21 : 1 :

S -y S , 92 other assets of such affiliate, corporation, association, or
22 national bank may make application to the Federal Reserve B / // g ! ; '

Ty - e R O . s e 99 partnership (including under separate headings obligations
=5 Board for a voting permat entithing it to cast one vote at all i Bisk g ! J g

e : g 9 of the Umted States, and the value and nature of other
2+ elections of directors of such national bank on each share of 24 9f : /

> securities owned); and (3) that the Comptroller may

ey ‘ : ) i
= stock actually owned or controlled by it. The Federal )
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examine each mational bank owned or controlled by such
affiliate, association, corporation, or partnership, both indi-
vidually and in conjunction with others so owned or
controlled, and may require publication periodically of
individual or consolidated statements of condition of such
bank;

(b) Every such affiliate, association, corporation, or
partnership shall hold free of any lien or claim thereon
obligations of the United States in an amount equal
to 10 per centum of the total of capital stock owned by
it in any national bank and shall agree (1) that in the
event of failure of any national bank in which it shall hold
stock the stockholders’ liability acerwing on account of such
stock shall be a first lien upon the obligations so held, and (2)
that any deficiency in such obligations due to their use in
meeling claims wnder (1) above shall be made up within
ninety days after such deficiency occurs;

(¢c) Every such affiliate, association, corporation, or
partnership (1) shall possess at the time of the issuance of
such voting permit, and shall continue to possess during the
life of such permit, free and clear of any lien, pledge, or hy-
pothecation of any nature, assets other than bank stock which,
together with the amount of the oblig;fu‘.i(;?z._&' of the United
States hereinbefore required to be held, shall not be less than

25 per centum of the aggregate par value of bank stocks held

18V}
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or owned by such affiliate, association, corporation, or part-
nership (but sums advanced during the years 1931 and 1932
for the replacement of capital in banks owned by such affiliate,
association, corporation, or partnership, or for losses
incurred or charge-offs made by it during those years, may
be counted, up to 10 per centum of the aggregate par value
of bank stocks held or owned by it, as a part of such assets) ;
and (2) shall rewvest wn assets other than bank stock all
net earnings over and above 6 per centum per annum on
the book walue of its own shares outstanding until such
assets shall equal the outstanding par value of bank shares
owned by it: Provided, That from and after January 1,
1935, the 25 per centum requirement hereinbefore provided
for shall be increased by not less than 2 per centum per
annum, but at no tvme shall the assets held to meet any future
stockholders’ liability be less than the total assets held by
such affiliate, association, corporation, or parinership on
Januwary 1, 1932 ;

(d) Every officer and c'*-?;iplr;_g{*fe of such affiliate, asso-
ciation, corporation, or partnership shall be subject to the
same penalties for false statement as are applicable at the
time of making such statement to the officers and employees
of national banks; and

(e) Every such affiliate, association, corporation, or

partnership shall, at the time of application for such voting
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permat, (1) file a statement with the Comptroller of the
Currency that it does not own, control, or have any wnterest
in, or is not participating in the management or direction of,
any affiliate formed for the purpose of, or engaged in, the
issue, flotation, wunderwriting, public sale, or distribution
at wholesale or retail or through syndicate participation of
stocks, bonds, debentures, notes, or other securities of any
sort, and that during the. period that the permit remains
wm force it will not acquire any ownership, control, or
interest in any such affiliate or participate in the management
or direction thereof, or (2) agree that if at the time of
filing the application for such permit it owns, controls,
or has an interest in, or s participating in the management
or direction of, any such affiliate, it will, within two years
after the filing of such application, divest itself of ils owner-
ship, control, and interest in such affiliate 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
m any such affiliate or participate in the management or
durection thereof, and (3) agree that thenceforth it will
declare dividends only oul of actual net earnings as indi-
cated by the last preceding exvamination made by the

Comptroller.

(3]
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The Federal Reserve Board may, in its discretion,
revoke -any such voting permit after giving sixty days
notice by registered mail of its intention to the affiliate,
association, corporation, or partnership. Whenever the
Federal Reserve Board shall have revoked any such
voting permit, no national bank whose stock is owned in
whole or in part by the affiliate, association, corporation, or
partnership whose permit -is so revoked shall receive depos-
its of United States moneys, nor shall any such national
bank pay any further dividend to such affiliate, association,
corporation, or partnership wpon any shares of such bank
owned or controlled by such affiliate, association, corpora-
tion, or partnership.

SEc. 21. Paragraph (¢) of section 5155 of the Revised
Statutes, as amended, 1s amended to read as follows:

“(¢) A national banking association may, with the
approval of the Federal Eeserve Board, after the date
of the approvel of this Aet this paragraph as amended
takes effect, establish and operate new branches within the
limits of the city, town, or village, or at any point within the
State in which said association is situated, if such establish-
ment and operation are at the time permitted to State banks
by the law of the State in question: Provided, That, if by

g e e ol i A
reason of the prowimity of such an assocatwn lo a State
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boundary line, the ordinary and usual business of such asso-
ciation is found to extend into an adjacent State, the Federal
Reserve Board may permit the establishment of a branch or
branches by such association in an adjacent State but not
beyond a distance of fifty miles from the seat of the parent
bank. No such association shall establish a branch oul-
side of the city, town, or village in which it is situated unless
it has a paid-in and wwimpaired capital stock of . not less
than $500,000. The aggregate capital of every national

banking association and its branches shall at no tume be

less than the aggregate minimum capital required by law

for the establishment of an equal number of national bank-
ing associations situaled in the various places where such-
association and its branches are situated.”

Sec. 22. Sections 1 and 3 of the Act entitled “An Act
to provide for the consolidation of national banking associa-
tions,” approved November 7, 1918, as amended, are
amended by striking out the words ** county, city, town, or
village” wherever they occur in each such section, and
inserting in liew thereof the words * State, county, city,
town, or village.”

Suc. 23. 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,
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bill bills of exchange, or other evidences of debt, interest at
the rate allowed by the laws of the State, Territory, or Dis-
trict where the bank is located, or at a rate of 1 per centum
n excess of the discount vate of the Federal reserve bank in
the Federal reserve district where the bank is located, which-
ever may be the greater, and no more, except that where by
the laws of any State a different rate is limited for banks of
issue 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 fixed by the laws
of the State, or Territory, or District, the bank may take,
receive, reserve, or charge a rate not exceeding 7 per centum,
or 1 per centum in excess of the discount rate of the Federal
reserve bank in the Federal reserve district where the bank
18 located, whichever may be the greater, and such interest
may be taken in advance, reckoning the days for which the
note, bill, or other evidence of debt has to run.”

Sec. 24. No national banking association or member

bank shall promise or pay to ils depositors as a considera-

tion: for the maintenance of deposit balances or accounts a
rate of interest in excess of one-half the rate of interest spec-
ified: i section 5197 of the Revised Statutes, as amended,
and. whenever such depositors are bankers who maintain

balances with other banks, no such association or member

J, 107143———4
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bank shall promise or pay for the maintenance with it of
such bankers balances a rate of interest in excess of the
current rate of discount of the Federal reserve bank of the
district in which the depositary bank is located, or wn excess
of 2% per centum per annum, whichever rate shall be the
smaller.

Sec. 25. (a) The second sentence 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
ofea corporation all obligations of all subsidiaries thereof.”

(b) Paragraph (8) of section 5200 of the Revised
Statutes, as amended, is amended by inserting before the
period at the end thereof a colon and the following: “ Pro-
vided, That no obligation of a broker or member of any
stock exchange or similar organization, or of any finance
company, securities company, investment trust, or other
similar institution, or of any affiliate, shall be entitled to the
benefits of the foregoing exceptions, but such obligations
shall in every case be subject to the limitations of 10 per
centum hereinbefore set forth in this section; except that the
total obligations of an affiliate shall i no case exceed the
said 10 per centum limitations, or the amount of the capital
stock of said affiliate actually paid in and un impaired, which-

ever may be the smaller.”’
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(¢) Section 5200 of the Revised Statutes, as amended,
is further amended by adding at the end thereof the follow-
ing mew paragraphs:

“The aggregate amount of the obligations (including
repurchase agreements) of all the affiliates of a mational
banking association shall not al any time exceed 10 per
centum of the capital stock of such association actually paid
in and unimpaired and 10 per centum of its unimpaired
surplus fund: Provided, That loans collateraled by Govern
ment bonds, or by bonds issued by the State in which such
bank is situated, or issued by any political subdivision of
such State, shall not be included within the foregoing limi-
tations if actually owned by the borrower from such bank.

“ Within three years after this section as amended takes
effect, every affiliate shall be capitalized through the sale of
its own stock, which shall be paid for in full in cash upon
the same terms and conditions” as provided in section 5140
of the Revised Statutes, as amended, in the case of national
bank stock; and no national bank shall establish or capitalize
an affiliate through cash or stock dividend declarations made
from its surplus or from undivided profits. ~No affiliate shall
at any time during such three-year period hold, or lend wpon,
more than 10 per centum of the shares of the capilal slock

of the parent institution.”
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Sec. 26. Nothing in section 5200 of the Revised Siat-
utes, as amended, shall be construed to permit a member
bank to lend to any individual or eorporation wpon collateral
security an amount in excess of 10 per centum of its capital
stock actually paid i and wnimpaired and 10 per centum
of its umimpaired surplus fund, or an amount in excess of
the percentage of such capital and surplus fund as shall
from time to time be designated by the Federal Reserve
Board in accordance with subsection (m ). of section 13 of the
Federal Reserve Aet. as amended, whichever is the smaller.

Src. 27. Section 5211 of the Revised Statules, as
amended, is amended by adding at the end thereof the
following new paragraph:

“ Bach affiliate of -a national bainking association shall
make and furnish to the president of the association, for
transmission by him to the Comptroller of the Currency,
not less than three reports during each year, in such form
as ‘the Comptroller may prescribe, wverified by the oath or
affirmation of the president ov such other officer as may be
designated by the board of divectors of such affiliate to
verify such veports, covering the condition of sueh affiliate
on dates identical with those for which the Comptroller
shall during such year require the vepovis of the condition
of the association. Edch such report of an affiliate shall

be transmilted to the Comptroller at the same time as the

53
corresponding report of the association; except that the
Comptroller may, in his discretion, extend such time for
good cause shown. Iach such wveport shall exhibit in
detail and wnder appropriate heads, the ‘holdings of the
affiliate in question, their cost and present value, the ex-
penses of operation for the preceding year, and the balance
sheet of the enterprise. It shall be the duty of the presi-
dent of such association to satisfy himself as to the correctness
of the report before transmitting the same to the Comptroller.
The reports of its affiliates shall be published by the
association under the same conditions as govern 'its own
condition reports. The Comptroller shall also have power
to call for special veports wilh respect to any such affiliate
whenever in his judgment the same are necessary in order
to obtain a full and complete knowledge of the conditions
of the association with which it is affiliated. Any affiliate
which fails to make and furnish any wveport vequired of
it under this section, and any association whose president
fails to transmit as required by this section. any such report
furnished to him, shall be subject to a penalty of $100 for
each day during which such failure continues: Provided,
That every affiliate which shall be indebted to any bank
or banks to an amount exceeding 5 per centum of the
capital and swrplus of its parent bank shall publish its entire

portfolio at a date and in a manner to be prescribed by
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1 the Comptroller of the Currencey but not oftener than once 1 Currency shall have power, and he is hereby authorized, to

o annually, and every affiliate which shall bé so indebted to 9 publish the report of his evamination of any national bank-

2 an amount in excess of 10 per centum of the capital and 4 ing association or affiliate which shall mot within one

4 ' surplus of its parent bank shall be required to publish its 4 hundred and twenty days after notification of ‘the recom-

5 portfolio in at least one daily newspaper issued in the place - & mendations or suggestions of the Clomptroller, based on suid

6 where such bank s located within ten days (f.ﬂr!r r-ccuinin,(/ 6 examination, have C””’!”":‘”' with the same to his sulih‘}'a(}-

7 motice therefor from the Comptroller, but such publication i 7. tion. Ninety days motice prior to such publicity shall be

&  shall not be considered as a substitute for the annual pub- ’ 8 given to the bank or affiliate.”

G - lication hereinbefore required.” o) See. 29. (a) Whenever, in the opinion of the Comp-
10 Sec. 28. The first }"“'”"'"."f”-"}?/-‘ of section 5240 “f the 10 troller of the Currency, anyy director or officer of a national
11 Revised Statutes, as amended, is amended !’."l' .*-H-\‘r'r‘ff'ur; fiﬂ-'/'oru (1 bank, or r;[ a banlk or trust companyy doing business in the
12 the period at the end thereof a colon and the following proviso: 12 District of Clolumbia. or whenever, an the opinion of a Fed-
18" “Provided, That during the period of three years after this i3 eval reserve agent; any dircctor or officer of a member bank
14 section as amended takes effect, in making the examination ‘l-i of his district (other than a national bank), shall have per-
15 of any national bank or of any other member bank, the 15  sistently wviolated any law relating to such bank or trust
16 eaaminer shall include an examination of the affairs of all LG company or chall have continued unsafe or unsownd prae-
17 affiliates of such bank, and in the event of the refusal to give 17 tices in conducting the husiness of such hank or trust companiy,
18 ‘any wnformation required in the course of the examination \ 18 the Comptroller or the Federal reserve agent; as the case may
19 of any such affiliate, or in the event of the refusal to petmit 19 be. shall certify the f[acts to the Governor of the Federal

3
20" such examination, all the rights, privileges, and franchises o0 Reserve Board. Therewpon the Governor of the Federal
21 of the bank shall be thereby [orfeited, if a national bank o1 Reserve Board shall serve notice upon such director or officer
22 and ?f a banlk or trust company organized under the law of 09 o appear before a comnittee consisting of the Governor, the
23 any State; membership in the Federal reserve bank of its au Comptroller of the Currency, and the Federal reserve agent
24 district 'shall be forfeited and no notice of the termination of 94 of the district in which such bank or trust company is located
25 such membership shall be required. The Comptroller o f the 95 to show cause why he should not-be removed from office. If
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upon such hearing the commillee finds that such director or
officer has persistently violated any such provision or has
been responsible for the continuance of any such unsafe and
unsound practices the commitiee may, in its diseretion, by a
majority vote order that he be removed from office. A copy
of each such order shall be served upon such director or
officer and wpon the bank or trust company of which he is a
director or officer. Any such director or officer upon whom
any such order has been served as herein provided and who
thereafter participates in any manner in the management of
such banl: or trust company shall be fined nolt more than
85,000 or imprisoned not more than five years, or both.

Sec. 30. The right to alter, amend, or repeal this

Aot is hereby ewpressly reserved. If any clause, sentence,

paragraph, or part of this Act shall for any reason be
adjudged by any court of compelent jurisdiction to be invalid,
such judgment shall not affect, uwmpair, or invalidate the
remainder of this Act but shall be confined in its operation
to the clause, sentence, paragraph, or part thereof directly
involved wn the controversy in which such judgment shall

have been rendered.
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IN THE SENATE OF THE UNITED STATES
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Mr. Grass introduced the following bill; which was read twice and referred
to the Committee on Banking and Currency

A BILL

To provide for the safer and more effective use of the assets of
Federal reserve banks and of national banking associations,
to regulate interbank control, to prevent the undue diver-
sion of funds into speculative operations, and for other

purposes.

Be it enacted by the Senate and House of Representa-
tives of the United S!Mrs of America in Congress assembled,
That the short title of this Act shall be the “ Banking Act
of 1932.”

SEC. 2. As used in this Act—

(a) The terms “bank,” “national bank,” “ national

. . . 33 ¢5 32 . .
hanking association,” “ member bank,” *“ board,” ** district,
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and “reserve bank ” shall have the meanings assigned 1o
them in section 1 of the Federal Reserve Aet, as amended.
(b)-The-term.“affiliate.””-(except—where otherwise

expressly defined) shall include the following:

(1) Any corporation in which a national bank/or :

member bank, directly or indirectly owns or coftrols a
majority of the voting shares of its capital, or a lesser
number of such shares if such lesser number/shall amount
to more than 50 per centum of the shares voted for the
election of directors at the preceding annial meeting of such
corporation; or any corporation in which a national bank
or a member bank in any other mauner directly or indirectly
controls the election of a majority of its board of directors: or

(2) Any corporation which directly or indirectly owns
or controls a majority of /the shares of capital stock of a
national bank or membet bank, or a lesser number of shares
if such lesser number shall amount to more than 50 per
centum of the Sh_&’fus voted for the election of directors at
the preceding /annual meeting of such national bank or
member bapk; or any corporation which in any other man-
ner direcfly or indirectly controls the election of a majority
of the/hoard of directors of such national bank or member
bank ; or

(3) Any corporation of which a majority of the voting

“~shares-of-the -eapital stoek;-or-a-lesser-number-of -shares-of
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sueh-Jesser-number-shal-ameunt-to-meore-than-56-per-eenttm
of the shares voted for the election of directors at the pye-
cedino annual meeting of such corporation, is directly or
indirectly owned or controlled by the same or Slli_)..‘;f:lll!ii:l“‘\'
the same stockholders as directly or indirectly ofvn or con-
trol a majority of the shares of capital stock q_f'”;ul('h national
bank or member bank, or a lesser numberfof shares if such
lesser number shall amount to more then 50 per centum of

the shares voted for the election of directors at the preced-

4

ing annual meeting of such natiogfil bank or member bank;

or

#

(4) Any corporation ¢/ majority of directors of which

shall be directors of any such national bank or member

14 bank, or of which a majority of the executive committee of

i« board of directoys are directors of such national bank or
member bank; ox

(5) ‘\.11__‘\".L‘Hl'i}l_}l‘:llii}ll the board of directors of which

shall compfise a majority of the board of directors of any

such national bank or member bank, or the executive com-

mittge of the board of directors of which shall comprise a

méjority of the executive committee of such national bank
22___“;5'er—]3&111(.

(¢ )t Holding-company. = 1eans-any- affiliate-speeified

r-subdiviston—{2)-ef-subsection—(h} of-this section.
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(d)—Subsidiary"—means—any—afliliate—spoecified—in

yd
subdivision (1) of subsection (a) of this section.
7~

oy , 2 | /1
(e) Jommerce ” means commerce as défined by

section 1 of the Act entitled “An Act To supplement existing

laws against unlawful restraints and sionopolies, and for
other purposes,” approved October”15, 1914, as amended.
(f) “ Demand deposits”” means all deposits payable
within thirty days.
,-/.

(g) “Time deposits ” includes all deposits payable after
thirty days, gh’ savings accounts and certificates of deposit
4 P o’ g - . 5 P ) . S
which ape subject to not less than thirty days’ notice before

pa);n’ikﬁnt (except thrift deposits), and all postal-savings

13 ..ﬁie.posits.

14
15
16
17
1&
19
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(h)—Thrift_deposits” means all deposits subject—to
not less than sixty days’ notice hefore payment which-are
nof subject to transfer by check and the total monthly bal-

ance.ofwhich in any individual case does-not-exceed-$5;000.

Sec. 3. The fourth paragraph after paragraph
“Tighth ” of section 4 of the Federal Reserve Act, as
amended, is amended by inserting before the period at the
end thereof a comma and the following: “but only if
such discounts, advancements, and accommodations are in-
tended for the accommodation of commerce, industry, and
agriculture. The Federal Reserve Board may prescribe

regulations further defining and regulating the use of the

1=

n

|

5

credit facilities of the Federal reserve system within the
limitations of this Act. Such facilities shall not be extended
to member banks for the purpose of making or carrying
loans covering investments, or facilitating the earrying of,
or trading in, stocks, bonds, or other investment securities
other than oblieations of the Government of the United
States. Iach Federal reserve bank shall keep itself in-
formed of the loan and investment practices of its member
banks and the uses made by them of the credit facilities of
the Federal reserve system. The chairman of each I'ed-
eral reserve bank shall report to the Federal Reserve Board
any undue, unauthorized, or improper use of such credit
facilities, together with his recommendation for remedial
action in the matter. The Federal Reserve Board may,
in its discretion, suspend for not more than one year from
the use of the credit facilities of the Federal reserve system
any member bank making undue, unauthorized, or improper
use of such facilities.”

Sgc. 4. The twenty-fifth paragraph of section 4 of the
Federal Reserve Act, as amended, is amended by inserting
before the period at the end thereof a colon and the follow-
ing: “Provided, That no such vote shall be cast by or on
behalf of any member bank, if a majority of its stock shall
be held or owned by any halding company, affiliate, or other

corporation, which is in fact one of a chain, or of a jointly
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controlled group of banks, controlled by an individual, or if
its stock is in the hands of a voting trust, or if in any other
way such bank is prevented from acting subject to the un-
controlled decision of the general body of stockholders of
such bank locally resident in the town or city in which such

bank is established.”
SeC. 5. The first paragraph of section 7 ot the Federal
Reserve Act, as amended, is amended to read as follows:
9 “After all necessary expenses of a Federal reserve bank

e e —

10 shall have bee-n_l_)-ai:l- or provided fo:‘_\,_.t.hc stockholders shall
be entitled to receive an annual dividend of 6 per centum on
the paid-in capital stock, which dividend shall be cumulative.
After the aforesaid dividend claims have been fully met the
net earnings, beginning with the net earnings for the year
ending December 31, 1932, shall be paid to the Federal
Liquidating Corporation provided for in section 12B of this
Act and shall be used by the said corporation for carrying
out the purposes of such section.”

SiC—H.—Section-9—-olfthe Lederal Reserve-Aet,—as
amended, —is —amended by changing the fifth—paragraph
~thereof toread-asfollows:
“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—conferm—to—these

25 —provisions-of law.-imposed-on-national-banks- which -prohibit

i
1 —such-banks-{from-lending-on-o¥ purehasing-their-ewn-stock,
o  which relate to the withdrawal or impairment of their cnpifﬂl
stock, and which relates to the payment of unearned divi-
dends. They shall also comply with all the requh;;aments of
this Act applicable to national banks. Such/banks and the
officers, agents, and employees thereof shall also be subject
to the provisions of and to the I'Je.n:lltl_ie;prescribed by section
5209 of the Revised Statutes, :11_1(1'..5111111 be required to make
reports of condition and of tll{, payment of dividends to the
Federal reserve bank of ,\_v'llllich they become a member. Not
less than three of sugh‘l;eports shall be made annually on call
of the Federal _;‘-éécrve bank on dates to be fixed by the

Federal Re§éi'\'e Board. Failure to make such reports

within tgn/ ﬂays after the date they are called for shall subject
4

/ 3 )
(5 the offending bank to a penalty of $100 a day for each day

16 at it fails to transmit such report; such penalty to be col-

7
| Ftocted—by-the Federal-reserve-bank—by-sait-or-otherwise.”

S5ec.b

A Section 9 of the Federal Reserve Act, as amended, is

further amended by inserting between the fiftth and sixth
paragraphs thereof the following new paragraph:
« Pach affiliate of a bank admitted to membership

under authority of this section shall, during-the-period-oi-two

_vears-aiter-this-section-as amended—takes—effect, make and

ot Uty

o

furnish to the president of the bank, for transmission by him

to the Federal Reserve Board, mot less than three reports
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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 cover the
condition of such affiliate on dates identical with those fixed
by the Federal Reserve Board for reports of the condition
of the member bank. Kach such report of an affiliate shall
be transmitted to the Federal Reserve Board at the same
time as the corresponding report of the member bank,
except that the Federal Reserve Board may, in its discre-
tion, extend such time for good cause shown. Each such
report. shall exhibit in detail and under appropriate heads,
the holdings of the affiliate in question, their cost and present
value, the expenses of operation for the preceding year, and
the balance sheet of the enterprise. It shall be the duty
of the president of such member bank to satisfy himself
as to the correctness of the report before transmitting the
same to the Federal Reserve Board. Any affiliate whicl
fails to make and furnish any report required of it under
this section, and any member bank whose president fails
to transmit, as required by this section, any such report
furnished to him, shall be subject to a penalty of $100 for
each day during which such failure continues. As—used—in
this—paragraphthe term ‘affiliate’ ineludes—a—trust—eom-
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pany,..a.finance-company,.-securities company,—investment
trust or other similar institution, or any other_(-_‘.01"15_0“1"’:-1t1m1,
of which control is held, directly or indirectly, through stock
ownership or in any other-fhanner, by any such bank or by
the shareholders 'r'}-i-(-a.reof who own or control a majority of

he-sfock of such bagk.”

SEC. 7. (a) The first paragraph of section 10 of the
Federal Reserve Act, as amended, is amended to read as
follows:

“A Federal Reserve Board is hereby created which
shall consist of seven members, including the Comptroller
of the Currency, who shall be a member ex officio, and six
members appointed by the President of the United States,
by and with the advice and consent of the Senate. In select-
ing the six appointive members of the Federal Reserve
Board, not more than one of whom shall be selected from
any one Federal reserve district, the President shall have
due regard to a fair representation of the financial, agricul-
tural, industrial, and eommercial interests, and geographical
divisions of the country, and at least two of such members
shall be persons of tested banking experience. The six
members of the Federal Reserve Board appointed by the
President and confirmed as aforesaid shall devote their entire
time to the business of the Federal Reserve Board and shall

each receive an annual salary of $12,000, payable monthly,
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together with actual necessary traveling expenses, and the
Comptroller of the Currency, as ex officio member of the
Federal Reserve Board, shall, in addition to the salary now
paid him' as Comptroller of the Currency. receive the sum
of $7,000 annually for his services as a member of said
board.”

(b) The second paragraph of section 10 of the Fed-

eral Reserve Act, as amended, is amended to read as follows :

“The Comptroller of the Currency shall be ineligible

during the time he is in office 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 ineligible during the time they are in office
and for two years thereafter to hold any office, position,
or employment in any member bank, except that this
restriction shall not apply to a member who has served
the full term for which he was appointed. Upon the ex-
piration of the term of any member of the Federal Reserve
Board in office when this paragraph as 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 member in any two-year period, and there-

after each member shall hold office for a term of twelve

11

vears. Of the six persons thus appointed, one shall be desig-

nated by the President as governor and one as vice governor

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

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

“ 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 imstitution, or trust company; and before entering
upon his duties as a member of the Federal Reserve Board

he shall certify under oath te-be-filed—with—the-seeretary—of

41;@.—199&;(1 th‘lt he has U)mplled w1th tlm reqml ement.a.7 i
3L IP1C o nall be £rled with the Secretary.

W henever a \(w.anc}- shall occur, othel ﬂldll b)- e_-\pu'atlon 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, with the advice and
consent of the Senate, to fill such vacancy, and when ap-
pointed he shall hold office for the unexpired term of the
member whose place he is selected to fill.”
~SEe8Bubsection—(e)—of-seetton—ti—of-the—Federal
Reserve-Act,-as-amended;—is-amended—to—read-as—follows:

( iI
'

board.
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“ (@)Lo—add—to—the-—number—of eities—elassified s

,"‘

reserve and central reserve cities under existing lpdv in
/

which national banking associations are subject {6 the re-
serve requirements set forth in section 20 of this Act; or to
reclassify reserve or central reserve citieg/or {0 terminate

their designation as such: Provided, however, That the

Federal Reserve Board shall, within two years after this

subsection as amended takes /éffect, prepare and put into

effect a complete reclassification of reserve and central
reserve cities, but such reclassification shall be so effected

as to maintain a total reserve requirement for the national
V4
banking systnrﬁ as a whole which shall not be less in the

200 vu.uvf‘llnu the total reserves of national banking asso-

E"

ciations (-mnputcd on the basis of the last all-member-bank

report furnished to the Federal Reserve Board preceding

snch reclassification.”’

Sec. 8, Subsection (m) of section 11 of the Federal
Reserve Act, as amended, is amended to read as follows:
“(m) Upon the affirmative vote of not less than six

of its members the Federal Reserve Board shall have power
aNnY W {J'“.'j oYy b an K
to fix from time to time for jeach-llederal-re ie
t)m oF SUCN ban |
percentage of-thMu&l-ba&k,\capltal and qu1plus W l]lch nmy
Protec

be represented by loans b\ co]latem] bv member

banks—within-saeh—distriet— ] lbhe—made—by-

any-such-bank-to-sny—person-in-an-amount-in-excessof 10

24

R

13
per—eentam—of—the—wnimpaired—eapital-and—surplas—ol—such
bamk. Any percentage so fixed by the Federal 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 to preventing the
undue use of bank loans for the speculative carrying of
securities. The Federal Reserve Board shall have power
to direct any member bank to refrain from further 1]1(1(‘&%.

of its security lO{l]lH for any period up to one years, Hﬁd(—w
ny e Ubh&se e . LV b@ ?‘ N \-;‘; [2.€ 4 e 1

c)

penalty—of suspension of all rediscount [111\11(”!(-& at Federal
reserve banks.”
—SEe—~10—The-Federal Reserve—Acet;—as—amended;

further-amended-by-inserting-betweensections11 and 12

~thereof-the following new section:

“Src, 11A. Upon receiving the unanimous consent of

the members of the Federal Reserve Board, any Federal
reserve bank may make advances to groups of tén or more
member banks within its district upon their joint and several
demand promissory notes in such amounts as the board of
directors of such Federal reserve bank may determine, but
such advances may be nindv. to a lesser number of such
member banks 11 the agoregate amount of their demand and
time depqsits' c-rmstit:utvs at least 10 per centum of the entire

demand and time deposits of the member banks within such

257 “district, Such_ banks shall he authorized to_distribute the
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—proceeds-of-such-loans-to-sueh-of-their-namber-and-imsuch
amounts as they may agree upon, but before so doingl_,ﬂle‘\f
shall request such recipient banks to deposit with a I;”-.:liitable
trustee, representing the entire group, their indiviﬂd'[{al notes
made in favor of the group and protected by sgéil collateral
security as may be agreed upon. The Federgl reserve bank
making any such advance shall charge anﬁ reserve a rate
of interest of mot less than 0110~hali"0/f 1 per centum a
month for the first period of ninety d‘;w of the life of such
advance, and thereafter the rate (_)ﬁf-f}itel'est. shall be increased

i

by one-fourth of 1 per centum g month for each succeeding
: /

F 4

period of ninety days or Araction thereof. The banks
included in any such groyp which receive the proceeds of
any such advance shall pziy to the group collectively interest
equal to the entire infbrest paid by the group during the life
of the advance, plis an indorsement fee of 1 per centum
upon the total’ amount of the advance. The indorse-
ment fee sg’ received by the group shall, after pay-
ment of ar_ll".exl'ienses, be distributed to the members of the
aroup i proportion to their capital funds. No such joint
notes'":lpon which advances are made by a Federal reserve
harll.i under this section shall be eligible under section 16
_of-this-Act-as-eollateral-seeurity-forFederal reserve motes:”
[ #
SEC./Igl’. No national banking association and no mem-

ber bank shall (1) make any loan or any extension of credit

—

1O
L1
12
13

i4
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to any affiliate organized and existing for the purpose of buy-
ing and selling stocks, bonds, real estate, or real-estate mort-
oages, or for the purpose of holding title to any such prop-
erty, or (2) invest any of its funds in the capital stock, bonds,
or other obligations of any such affiliate, or (3) accept the
capital stock, bonds, or other obligations of any such affiliate
as collateral security to protect loans made to any person,
copartnership, or corporation, if the aggregate amount of
such loans, extensions of credit, investments, and acceptances
of collateral security in the case of any such affiliate, will
exceed 10 per centum of the outstanding ecapital stock and
surplus of such national banking association or member bank.

Each loan made to an affiliate within the foregoing
limitations shall be secured' by stocks or bonds listed on a
stock exchange which have an ascertained market value at
the time of making the loan of at least 20 per centum more
than the amount of such loan, or shall be secured by notes,
drafts, bills of exchange or acceptances, eligible for redis-
count at Federal reserve banks, or by bonds or other obliga-
tions eligible for investment by savings banks in the State
in which the association or member bank making the loan is
located. A loan to a director, officer, clerk, or other em-
ployee of any such affiliate shall be deemed a loan to the
affiliate to the extent that the proceeds of such loan are

transferred to the affiliate.
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SEO. 127 The Federal Reserve Aect, as amended, is

amended by inserting between sections 12 and 13 thereof
the following new sections:

“Sec. 12A. (a) There is hereby created a Federal
Open Market Committee (hereinafter referred to as the
“ committee ”’) , which shall consist of the Governor of the
Federal Reserve Board and as many additional members
as there are Federal reserve districts. Bach Federal reserve
bank by its board of directors shall annually select from
among the officers of the said bank one member of said

committee subject-to.the-confirmation—of -the-Federal Re-

serve—Board. The meetings of said committee shall be
held at Washington, District of Columbia, at least four times
each year. Additional meetings may be held elsewhere
upon the call of the Federal Reserve Board, either upon the
motion of the board or at the request of any three members
of the committee. In the absence or inability of the Gov-
ernor of the Federal Reserve Board to act at such meetings
the board shall designate the vice governor or some other
member of the board to act in place of the governor.

“(b) No Federal reserve bank shall engage in open
market operations described in section 14 of this Aect except
after approval and authorization by the committee. The
committee shall discuss, adopt, and transmit to the several

Federal reserve banks resolutions relating to all matters
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affecting the open market transactions of such banks and to
all matters affecting the relations of the Federal reserve
system with foreign central or other banks. Every such
resolution shall be reported within three days to the Federal
Reserve Board and shall be subject to its approval. The
board shall annually include in its report to the Speaker
of the House of Representatives a review of the decisions
of the committee for the preceding year and an explanation
of the reasons for such decisions and the results thereof, so
far as they may be ascertained.

“(c) The time, character, and volume of purchases
and sales in the open market 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. Such purchases and sales shall include all
paper described in section 14 of this Aect as eligible for
open market operations.

“(d) The conclusions and recommendations of the
committee when approved by the Federal Reserve Board
shall be submitted to each Federal reserve bank for de-
termination whether it will participate in any purchases or
sales recommended. If any Federal reserve bank shall
decide not to participate in the open market operations
so recommended, it shall file with the chairman of the com-
mittee within thirty days a notice of its decision.

S. 3215——2
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“Src. 12B. (a) There is hereby created a Federal
Liquidating Corporation (hereinafter referred to as the
“ corporation ), whose duty it shall be to purchase, hold,
and liquidate as hereinafter provided, the assets of banks
which have been mdv ‘ed rlosed by the (Jomptmlle] of the
or byvote ofT ~directors,and the a Ls of
(anu\f,\mﬁ me mlw ])an[\s \\’thh have been ordered
closed by the appropriate State authorities.

“(b) The Comptroller of the Currency and the mem-
bers of the Federal Open Market Committee created by
section 12A of this Act shall constitute the directors of
the corporation. The Comptroller of the Currency shall
be the chairman of the board of directors of the cor-
poration.

“ (¢) The capital stock of the corporation shall be
divided into shares of $100 eéch. 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
shall be entitled to prior payment of dividends out of net
earnings, to the extent of 30 per centum of such net
earnings in any one year, after payment of all expenses
of the corporation, 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 subseribe to shares of class B stock in the corpora-

19

tion to an amount equal to one-fourth of the surplus of
such bank on December 31, 1931, and its subscription shall
be accompanied by a certified check payable to the Comp-
troller of the Currency in an amount equal to one-half of
1 per centum of such subscription. The remainder of such
subseription shall be subject to call from time to time by
the board of directors upon ninety days’ notice and annual
subseriptions to such stock shall be made by each such bank
in an amount equal to one-fourth of the annual increase
of such surplus.

“(d) Every member bank shall subscribe to the class
A capital stock of the corporation in an amount equal to
one-half of 1 per centum of its total net outstanding time
and demand deposits on the last call date in the year 1931.
One-half of such subscription shall be paid in full within
ninety days after receipt of notice from the chairman of
the board of directors of the corporation; and the remainder
of such subscription shall be subject to call from time to
time by the board of directors of the corporation.

“ (c) The amount of the outstanding class A stock of
the corporation held by member banks shall be annually
adjusted as hereinafter provided as member banks increase
their time and demand deposits or as additional banks be-

come members, and such stock may be decreased in amount

as member banks reduce their time and demand deposits or
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cease to be members. Shares of 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 calen-
dar year subscribe for an additional amount of capital stock
of the corporation equal to one-half of 1 per centum of such
increase in deposits. One-half of the amount of such addi-
tional stock shall be paid for at the time of the subseription
therefor and the balance shall be subject to call by the board
of directors of the corporation. A bank applying for stock
in the corporation at any time after the organization thereof
shall be required to subseribe for an amount of class A capital
stock equal to one-half of 1 per centum of the time and
demand deposits of the applicant bank, paying therefor 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 cor-
poration. When the capital stock of the corporation shall
have been increased, either on account of the increase of the
time and demand deposits of member banks or on account
of the increase in the number of member banks, the board
of directors of the corporation shall cause to be executed a
certificate to the Comptroller of the Currency showing the
increase in capital stock of the corporation, the amount paid
in, and by whom paid. When a member bank reduces its

time and demand deposits it shall surrender, not later than

21

the 1st day of January therealter, a proportionate amount
of its holdings in the capital stock of the corporation, and
when a member bank voluntarily liquidates it shall surrender
all its holdings of the capital stock of the corporation and be
released from its stock subscription not previously called.
The shares so surrendered shall be cancelled and the mem-
ber bank shall receive in payment therefor, under regula-
tions 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 earnings not to exceed one-half
of 1 per centwum a month, from the period of the last divi-
dend on such stock ,but not above the book value of such
earnings, less any liability of such member bank to the
corporation.

“(f) If any member bank shall be declared insolvent,
the stock held by it in the corporation shall be cancelled,
without impairment of the liability of such bank, and all
cash-paid subscriptions on such stock, with its proportionate
share of earnings not to exceed one-half of 1 per centum
per month from the period of last dividend on such stock
but not above the book value of such earnings, shall be first
applied to all debts of the insolvent bank to the corpora-
tion, and the balance, if any, shall be paid to the receiver

of the insolvent bank. Whenever the capital stock of the

corporation is reduced, either on account of a reduction in
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time and demand deposits of any member bank or on account
of the liquidation or”insolvency of such bank, the board
of ‘directors shall cause to be executed a certificate to the
Comptroller of ‘the Cuirency showing such reduction of
capital stock and the amount repaid to sach bank.

“(g) When the minimum amount of class A and class
B capital stock required by this Act shall have been sub-
seribed and paid for by such banks, the Comptroller shall
designate five reserve banks to execute a certificate of organi-
zation, and thereupon the banks so designated shall, under
their seals, make an organization certificate which shall
specifically state the name of the corporation and the city
and State in which the corporation is to be located, the
amount of capital stock and the number of shares into
which the same is divided, the name and place of doing
business of each bank executing such certificate and of all
banks which have subscribed to the capital stock of such
corporation, the number of shares subscribed by each such
hank, and the fact that the certificate is made to enable the
banks executing the same and all banks which have sub-
seribed or may thereafter subscribe to such capital stock to
avail themselves of the advantages of this section.

“(h) Such organization certificate shall he acknowl-
edged before a judge of a court of record or a notary public

and shall, together with the acknowledgment thereof au-

bo
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thenticated by the seal of such court or notary public, be
transmitted to the Comptroller of the Currency, who shall
file, record, and carefully preserve the same in his office.

“(i) Upon the filing of such certificate with the
Comptroller of the Currency as aforesaid, the said corpora-
tion shall become a body corporate and as such shall have
power—

“ First. To adopt and use a corporate seal.

“ Second. To have succession for a period of twenty
years from its organization unless it is sooner dissolved by
an Act of Congress, or unless its franchise becomes forfeited
by some violation of law.

“Third. To make contracts.

“ Fourth. To sue and be sued, complain and defend,
in any court of law or equity.

“ Fifth. To appoint by its board of directors such officers
and employees as are not otherwise provided for in this
section, to define their duties, require bonds of them and
fix the penalty thereof, and to dismiss at pleasure such
officers or employees.

“ Sixth. To preseribe by its board of directors, by-laws
not inconsistent with law, regulating the manner in which
its general business may be conducted, and the privileges

granted to it by law may be exercised and enjoyed.
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“ Seventh. To exercise by its board of directors, or duly

authorized officers or agents, all powers specifically granted

o
o
by the provisions of this section and such mecidental powers
as shall be necessary to carry out the powers so granted.

“(3) The board of directors shall administer the al-

fairs of the corporation fairly and umpartially and without

diserimination in favor of or against any member bank or

banks and shall, subject to the provisions of law and the
orders of the Federal Reserve Board, extend to each bank

which is ordered closed by the Comptroller of the Currency,

aand o each member bank which is ordered closed by the
appropriate State authorities, such accommodations as may
be safely and reasonably made with due regard for the claims
and demands of other member banks.

“(k) Whenever any national bank shall be deelared
msolvent or placed in the hands of a receiver it shall be
the duty of the Compiroller of the Currency to appoint a
valuation committee of three members which shall include
the receiver of such bank, a member to he named by the
board of directors of such bank, and a person to be chosecn
by the receiver and the member named by the board of
directors. The receiver shall be chairman of the commit-
tee, and the committee shall at once proceed to make a pre-

liminary valuation of the assets of the bank. Thereupoxn

the receiver shall notify the Comptroller of the Currency
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of the valuation agreed upon, the Comptroller shall make
a formal tender of such assets to the corporation which
may purchase the same in whole or in part as its board of
directors may determine. It shall be the duty of the cor-
poration to proceed to realize as rapidly as possible, having
due regard. to the condition of eredit in the district in which
such bank is located, the assets so purchased, and if the
amount realized from such assets exceeds the sum paid
therefor, the corporation shall make an additional payment
to the receiver of the bank equal to the amount of such
excess, 1f any, after deducting a liquidation fee of 6 per
centum of the sum thus realized. = Money belonging to the
corporation [shall be: k pt. invested in the assets of msolvent
or closed banks or in seeurities of the Government of the
United States.

“(1) The corporation may, in its discretion, purchase
the assets of banks in the hands of receivers on the date of
its organization but on the same conditions and terms as are
applicable in the case of assets. of hanks which may fail or
be closed after such date. Nothing herein contained shall
be construed to prevent the corporation from making loans
to banks ordered closed by the Comptroller of the Currency
T by vote of thelr directors,
or (0 member banks ordered closed by the appropriate
State authorities or from entering into negotiations to secure

the reopening of such banks.

Enid
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“(m) Member banks organized under the law of any
State which are now or may hereafter become insolvent or
suspended shall be entitled to offer their assets for sale to
the corporation upon receiving permission in accordance with
law from the banking superintendent or commissioner of
the State, under the same conditions as are applicable to the
sale of assets of insolvent or suspended banks under the law
of the State in which such member bank is located.

“(n) For a period of not to exceed two years after
this section takes effect the corporation is authorized to pur-
chase and for a period of five years thereafter to hold and
liquidate the assets of closed State banks, to make loans to
such banks and to enter into negotiations to secure the re-
opening of such hanks under the same terms and conditions
as are applicable in the case of national banks and member
banks; except that (1) no such purchase or loan shall be
made and no such negotiations shall be entered into unless
it is permitted“under the laws of the State in which such
State bank is located, and (2) the amount realized upon the
sale of the assets of any such State bank in excess of the
amount paid for such assets by the corporation shall, after
deducting the amount of the liquidation fee authorized to be
charged by the corporation under paragraph (k), be paid
into the Treasury of the United States as miscellaneous

receipts. For the purpose of carrying out the provisions of
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1 (@ Rt B e 3 _ HACE # el iy t ' this paragraph, there is hereby authorized to be appropriated
2 State w gy hel 2 the sum of $200,000,000, which shall be paid by the Sewre-
3 suspenc 3 tary of the Treasury to the corporation in such amounts and
4 the cor Bkt G L L ‘ _ : 4 at such times as the board of directors thereof may require.
5 law fr M HUDETD “ ' 5 The sums so paid to the corporation shall be used exclusively
6 the St B PR 005 . . 6 for such purposes. As used in this paragraph the term
7 sale @ 7 “State bank ” shall include any savings bank, trust com-
8 of the & pany, or other banking institution, authorized to accept de-
9 g , : ) | 9 posits, organized under the laws of any State and which
10 this 10 is not a member of the Federal reserve system.” e .
11 chas 194 s i pEOAFS e - A 11 SEC. lidl’ The seventh paragraph of section 13 of the %
12 liqui . 12 Federal Reserve Act, as amended, is amended to read as
13 such BT A _ 13 follows:
14 oper £ bt ‘ o - _ | : = 14 “Any TFederal reserve bank may make advances to
15 asa ‘ 15 its member banks on their promissory notes for a period of
16 ban 1G¢  not exceeding fifteen days at rates to be established by such
17 ~“mads hueg bkt ps Shyll 17 Federal reserve bank, which rates shall in all cases be at
18 it 18 least 1 per centum higher than the rediscount rate then in
19 S 16 force at such reserve bank, subject to the review and deter-
20 sz 200 mination of the Federal Reserve Board, provided such prom-
B , 21 issory notes are secured by such notes, drafts, bills of
22 d 22  exchange, or bankers’ acceptances as are eligible for redis-
- 231a - 93 count or for purchase by Federal reserve banks under the
24 1 24 provisions of this Act, or by the deposit or pledge of bonds
20 1% _ 25 or notes of the United States. If any member bank to

e
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- . ) Section 14 of the Federal Reserve Act, as
1  which any suc 'h advance has beén made shall, during the '
=g : ! 9 amended, is farther amended by adding at the end thereof
P ~ 9 life or continuance of such advance,,ﬂncrease its outstanding
; 3 the following new paragraph:
3 loans made tommy-horrower upon collateral seeurity, or made

. : 4 “(g) Subject to the powers conveyed to and be-
4 to the members of any organized stock exchange, investment :

: e gl e : 5 stowed upon the Federal Open Market Committee by sec-
house, or dealer in securities, upon any obligation, note, or

b
i - : ] - 6 tion 12A of this Aet, the Federal Reserve Board shall
‘ ¢ bill, secured or unsecured, for the purpose of purchasing -
: p— X P T exercise special supervision and control over all relation-
% ' 7 and/or carrying investmenl securities (except obligations '
=i - . U - -
i _ v A : . 2 & ships and transactions of any kind entered into by any Fed-
. "< of the United States) such advance shall be immediately
H : ¥t 9 eral reserve bank with any foreign bank or banker, or with
o ¢ due and payable, and such member bank shall be ineligible
-' 10 any group of foreign banks or bankers, and all such rela-
[0 asa borrower at the reserve bank of the dlqtnct upon hfteo11~ ;
| PO SCGIT P PTON @SR POO ST 2yg 11 tionships and transactions shall be subject to such regula-
e 11 day papery The I*ed(' al Reserve Board thu have p(m er 4
1 ; : P, Y : : : & 12 tions, conditions, and limitations as the board may presecribe.
g 12 from time to time in its discretion by unanimous vote of its 2
a3 : : 13 No Federal-reserve—agent;—nor—any officer, -director,—en-
13 members to suspend the provisions of this paragraph in whole
; S v 3 e 14 -plexee or other representative of any chvml reserve bank,
14 or in part, whenever in its opinion the public interest shall condvch
; : s : 3 15 shall participate- 49—31%%9&%}1@9-91—9&61 negotiations of
15 call for such action. KEach such suspension shall be for a ;
9 by X ’ 1¢ any kind with the officers, -direetors—employees, or ether-
16 period of ninety days and may be renewed for one addi-
a 17 representatives of any foreign bank or banker without first

17 tional period of ninety days upon unanimous vote of the

/ 18 obtaining the permission of the Federal Reserve Board.
i 1 ;- - b »n
1# members of the board.

»

) ; 3 . . : 19 The Federal Reserve Board shall have the right, in its dis-
= 19 SEC—14.—(a)- th&-ﬁammd—f»wgmph-M—*.sﬂ-f-myt
4 90 cretion, to be represented in any seeh conference or nego-
" 20 the Federal Reserve Act, as amended, is amended by ’ | =
= o b i 91 tiations by such representative or representatives as the
3 21 striking out the words “ Every Federal reserve bank shall

] 3o 3 , e e ‘ ; 22 board may designate. A full report of all sseh conferences

s 22 have power ” and inserting in-lieu thereof the words ““ Sub-

2 ) TP e W 93 or negot.iatiollsjs-e{-t-ﬂl-e—iﬂl-bk-*h&: meforth-the-subjeets-disenssed;-the-views
P 95 Ject to such regula#ons, limitations, and restrictions as the

s ! - _ " 24 .expressedboth-on-behalf of-the Iederal-reserve-bank-and
1 24  Federal Reéserve Board may prescribe, every Federal an

? - w L

25 ~~on-behalf-of-the-foreign-bank-or-banker, _,\dll understandings

y 25 strve-bank-shall-be-empowered-and-anthorized ”.
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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
in writing and signed by all representatives of the Federal
reserve bank attending such conferences or negotiations re-
gardless of whether or not the F ederal Reserve Board shall
be represented at such conference or negotiations.”

S50 1 5—The—second,—third,—and—fourth—paragraphs
of section 16 of the Federal Reserve Act, as amendet/l,/ 'zire
amended to read as follows: |

““Any TFederal reserve bank may make /application
to the local Federal reserve agent for such 'éfmount of the
Federal reserve notes hereinbefore provided for as it may

g
tender to the local Federal rj,?i;e agent of collateral in

require. Such application shall be /ﬁccompmﬁed with a

an amount equal to the sum 6f the Federal reserve notes
thus applied for and issupd pursuant to such application.
The collateral securit.)i_ hus offered shall be notes, drafts,
bills of exchange, / acceptances acquired under the pro-

- . Y 4 ,, . . .
visions of section 13 of this Aect (except promissory

notes of mendber banks acquired under the provisions of the

/
seventh /.p’aragmph of such section 13 secured by the

or pledge of bonds or notes of the United States) ,

deposgt
o/ bills of exchange indorsed by a member bank of any

TFederal reserve district and purchased under the provisions

2

(Y]

=1

9
10
§
12
13

ot
(V]

24

51
: : /
of section 14 of this Act, or bankers’ acceptances made
/
acainst shipment of goods actually sold in the fo{eign

F 4

trade of the United States and purchased ungl_er”'the pro-
visions of section 14 (but not including g,eéleptzmces made
under any revolving or renewal cre/(lif‘)., or gold or gold
certificates; but in no event S]_I'EIH"IISLICIJ collateral security
be less than the amount of Eﬁdgml reserve notes applied for.
The Federal reserve agen't‘sh:ﬂl each day notity the Federal
Reserve Board of” A1l issues and withdrawals of Federal
reserve notes #6 and by the Federal reserve bank to which he
18 accrgdit‘e'd. The said Federal Reserve Board may at

any time call upon a Federal reserve bank for additional

“security to protect the Federal reserve notes issued to it.

. - o
“ Every-Federal-reserve-bank-shall-maintain-reserves

in gold or lawful money of not less than 35 per e€ntum
against its deposits and reserves in gold of nof déss than 40
per centum against its Federal reserve nm‘és in actual ecir-
culation and not offset by gold or Jacsviul money deposited
with the Federal reserve agent. Notes so paid out shall
bear upon their faces a djst.iil(;ti\'z'a letter and serial number
which shall be assighéd by the Federal Reserve Board to
each Federal Afeserve bank. Whenever Federal reserve
notes is_._sj_u'é'(ithrough one Federal reserve bank shall be re-

c-eiye’(i by another Federal reserve bank, they shall be

25 7 ]_)l_amPﬂ%Lu.tllLﬂ.P.d—[ﬂl—ﬁl-ﬂdlt or_redemption to-the Federal

-~
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reserve bank through which. they—were-originally is:mcdl_;m'-,-
upon direction of such Federal reserve bank, they h‘]l_;-l'.l.l be
forwarded direct to the Treasurer of the United States to
be retired. No Federal reserve bank shall pay/out notes
issued through another under penalty of a tax of 10 per
centum upon the face value of notes so paid out. Notes
presented for redemption at the Treasus{ of the United
States shall be paid out of the redemption fund and returned
to the Federal reserve banks through which they were
originally issued, and thereupon suéh Federal reserve bank
shall, upon demand of the H(-cr{'{ﬁ-r.\' of the Treasury, reim-

purse such redemption fund in Jawful money or, if such Fed-

eral reserve notes have beer redeemed by the Treasurer in

gold or gold certificates, then such funds shall be reimbursed
J

to the extent deemed nefessary by the Secretary of the Treas-
)

ury in gold or gold/certificates, and such Federal reserve

J

bank shall, so 101'1.;;{ as any of its I'ederal reserve notes re-
main outstandintr, maintain with the Treasurer in gold an
amount sufficjent in the judgment of the Secretary to provide
for all redginptions to be made by the Treasurer. Federal
reserve Mmotes received by the Treasurer otherwise than
for redemption may be exchanged for gold out of the redemp-

fund hereinafter provided and returned to the reserve
ank through which they were originally issued, or they

may be returned to such bank for the credit of the-United
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States.... Eederalzeserve-notes unfitfor circulation-shet-be
returned by the Federal reserve agents to the L’Ulll[)t,l'ul}é’]:
of the Currency for caneellation and destruetion. / /

“The Federal Reserve Board shall require eal(;i; Fed-
eral reserve bank to maintain on deposit in the Tréasury of
the United States a sum in gold sufficient in fbhc judgment
of the Secretary of the Treasury for the re}df;mption of the
Federal reserve notes issued to such ban,k,l but in no event
less than 5 per eentum; but such (1epf;;it of gold shall be

/

counted and included as part of the:"&() per centum reserve
hereinbefore required. The boa‘i‘d shall have the right,

acting through the Federal 1ebtf} 've agent, to grant in whole

or in part, or to reject entir e}ﬁ the application of any Federal

reserve bank for Fed(?f reserve notes; but to the extent

that such application yhay be granted the Federal Reserve
Board shall, througll its local Federal reserve agent, supply
Federal 1'eservef,notes to the banks so applying, and such
bank shall be #harged with the amount of such notes issued
to it and sHall pay such rate of interest on said amount as
may be ,égta.blished by the Federal Reserve Board and the
amou t/ of such Federal reserve notes so issued to any such
bawk shall, upon delivery, together with such notes of such
23 /? ederal reserve bank as may be issued under section 18 of
94/_this. Act-upon-security.of United States.2 per centum.-Gev-
S. 8215—3
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-ernment-bonds-hecome-a-first-and paramonunt-Henon alt-the
asvets-of-such-bank.”

SEC. iﬁ Section 19 of the Federal Reserve Act, as
amended, is amended-to read as follows:

“Src. 19. (a) ‘Demand deposits’ within the mean-
ing of this Act shall comprise all deposits payable within

o anad
thirty daysX )

A time deposits * shall comprise all deposits
payable after thirty days, all savings accounts and certifi-
cates of deposit which are subject to not less than thirty days’
notice before payment ¢ {except—thrift—depesits), and all
postal-savings deposits(% and-thrift-deposits-shall ecomprise-all

deposits subject to not less than sixty dg}tsifﬁbtiéé before

payment which are not subjeet o transfer by check and

the total monthly balance of which in any individual case

“ (b) Every bank, banking association, or trust com-
pany which is or which becomes a member of any Federal
reserve bank shall establish and maintain realized reserve
balances with its Federal reserve bank as follows:

“ (1) If not in a reserve or central reserve city as
now or hereafter defined, it shall hold and maintain with
the Federal reserve bank of its district an actual net bal-
ance equal to not less than 7 per centum of the aggregate
amount of its demand and time deposits jand-5-per-centum
of-the-aggregate—amount—of—its—thrifs-deposits: Provided,

W =1 & O B 2 N

i5

16

35
That the said net balance maintained against time amd=thriit
deposits shall be 3 per centum during the calendar year
1932,/ 4-per centtim during-the-eatendar—year-1933,-5-per
centum..duringthe-calendar—year-1934 ;- and--against—time
deposits, 6 per centum-during-the-ealéndar—year-1935.-and-
thereafter 7 per centum as hereinbefore prescribed,

“(2) If in a reserve city as now or hereafter defined
it shall hold and maintain with the Federal reserve bank
of its district an actual net balance equal to not less than 10
per centum of the aggregate amount of its demand and time

depositstand-5-per-centunr-of-the-ngoregate—amount—of -its

~thrift-deposits: Provided, That the said net balance herein-

before required to be maintained against time smd-thaift
deposits shall be 3 per centum during the calendar year
1 z:z,g per_confurn-during the CRlondar-year 'ilffsi;é,._@d—ff; ¥
per centum during the calendar year 1934; i_i_-p_d/ﬂ’@:!st time
deposits 6 per centum during the calefidar year 1935, 7 per
centum during the calendar year 1936, 8 per centum during

the calendaryear 1937, 9 per centum during the calendar

year 1938, -and-therenfter 10 per centum as hereinbefore

prescribed: Provided further, That if located in the ont-
lying districts of a reserve city or in territory added to such
a city by the extension of its corporate charter it may,

upon the affirmative vote of five members of the Federal
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Reserve Board, hold and maintain the reserve balances
specified in paragraph (1) hereof.
“ (3) If in a central reserve city as now or hereafter
defined it shall hold and maintain with the Federal reserye
bank of its district an actual net balance equal to not less

than 13 per centum of the aggregate amount of its demand

and time deposits’and-5perventunt of the Ag0TeTate-ameonnt
of-its—thrift-deposits: Provided, That the said net balance
hereinbefore required to be 1'naintai11ed against time amd-

thﬁﬁ: deposits shall be 3 per centum during the calendar

year 193.,,\'-4—pe-r'-f:t'rrt'tn'rrdunnv the—catendar-ye *‘rr%%‘)‘
and 5 per centtyn during the calendar year IW l:,4111513
time deposits,\centum during the calendar year 1935

7 per centum during th(, calendar-year 1936, 8 per centum
during the calendar yey"‘i&);{ 9 per centum during the
calendar year 1938 10 per cunum during the calendar year
1939, 11/1(1 centum during the (,(ﬂeuidar year. 1940, 12 per
eentuit-durimptlie calendar year T92Y, and thereafter 13

per centum as hereinbefore prescribed: Provided further,
That-if located in the outlying districts of a central reserve
city or in territory added to such city by the extension of
its corporate charter it may, upon the affirmative vote of five
members of the Federal Reserve Board, hold and maintain
the re bal: ified 1 / 7
serve balances specified in paragraphs ‘2) and gﬁ’ )

hereof.

(w51 ]
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“(c¢) No member bank shall keep on deposit with any
State bank or trust company which is not a member bank a
sum in excess of 10 per centum of its own paid-up capital
and surplus.  No member bank shall act as the medium or
agent of a nonmember bank in applying for or receiving dis-
counts from a Federal reserve bank under the provisions of
this Act except by permission of the Federal Reserve Board.
,}w \J}
ANo member bank shall act as the medium or agent of any
nonbanking corporation or mdz\’ldlml in making loans
Protecteg Se

seecured by collnteral mid no’ mcmbel bank shall make

loans or discount paper for any corporation or individaal

'h._./

12 A avhe:sh (1]] at the_time-of _making-or-renewing-any-such loan

13
14
15
16

1y

24
2

)

have-eutstandino-such-loans-seewred-by—eollateral in favor
of any investment banker, broker, member of any stoek
exchange, or any dealer in securities. - Every violation of
this provision by any member bank shall be punishable by
a fine of not less than $100 per day during the continuance
of such violation, but it shall be a good defense that the

horrower at the time of obtaining such loan or discount from

a member bank made a sworn statmnent.‘ gendition—11r

which-he-failed-to-shew-the-existenee -ol-such-a-loan-seeured
(e) ‘ /

“}ﬁ‘f The required balance carried by a member bank
with a Federal reserve bank may under the regulations, and

subject to such penalties as may be prescribed by the Fed-
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eral Reserve Board, be checked against and withdrawn by
such member bank for the purpose of meeting existing
liabilities: Provided, however, That no bank shall at any
time make any new loans or shall pay any dividends unless

and until the total balance required by law is fully restored.
o

“ (& No member bank shall sell or transfer to another
member bank, or to a nonmember bank, private banking
house, or banker, any balance standing to its credit upon
the books of the Federal reserve bank of its district in excess
of the balances required by this section unless the Federal
Reserve Board shall haye first authorized by general order
the making of such sales or transfers within such district
or between such district and another Federal reserve dis-
trict, but no such sale or transfer shall be made by any such
bank without first-charging and reserving a fee to be fixed
by the Federal Reserve Board on the basis of the rate of
discount then charged upon ninety-day paper by the Federal
reserve baunk of the distriet in which the bank making such
sale or tgmsfer is located,

“#) The Federal Reserve Board shall have power to
suspend all dealings in reserve balances for such period
as it may deem best. In estimating the reserve balances
required by this Act, the net difference of amounts due to

and from other banks shall be taken as the basis for ascer-

taining the deposits against which required balances with

7%
Federal reserve banks shall be determinedt; and the liability
created by every repurchase or other similar agreement
entered into by a member bank shall be added to such net
difference as ascertained under the provisions of this
paragraph.

“ Lg,)/ National banks, or banks organized under local
laws, located in Alaska or in a dependency or. insular
possession or any part of the United States outside the
continental United States may remain nonmember banks
and shall in that event maintain reserves and comply with
all the conditions now provided by law regulating them j or
said banks may, with the consent of the board; hecome
member banks of any one of the reserve districts and shall
in that event take stock, maintain reserves, and be subject
to all the other provisions of this Act.”

[N

SEC. Jﬂ/ Section 24 of the Federal Reserve Act, as
amended, is amended to read as follows:

“ SEC, 24. Any national banking association may make
loans secured by first lien upon improved real estate, includ-
ing improved farm land, situated within its Federal reserve
distriet or within a radius of one hundred miles of the place
in which such bank is located, irrespective of district lines.
A loan secured by real estate within the meaning of this

section shall be in the form of an obligation or obligations

secured by mortgage, trust deed, or other such instrument
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upon real estate when the entire amount of such obligation
or obligations is made or is sold to such association. The
amount of any such loan shall not exceed 50 per centum
of the actual value of the real estate offered for security,
but no such loan upon such security shall be made for a
longer term than five years. Such valuations shall be
revised by the Comptroller of the Currency at the time
of each examination of the bank making the loan and
he shall have power to order changes therein and to require
the adjustment of loans to such revised valuations. Any
such bank may make such loans in an aggregate sum, in-
cluding in such aggregate any such loans on which it
is liable as indorser or guarantor or otherwise, equal to
15 per centum of the amount of the capital stock of such
association actually paid in and unimpaired and 15 per
centum of its unimpaired surplus fund, or to one-half of
its time apd-thrift-deposits, at the election of the association,
subject to the general limitation contained in section 5200
of the Revised Statutes. Investments in bank premises
and unsecured loans whose eventual safety depends upon
the value of real estate shall be counted for the purposes
of this section as real-estate loans. Every such bank may
apply the moneys deposited therein as time.ox-theift deposits
to the loans herein authorized and the balance of such

time amd-thrifé deposits shall be invested in property and

= |
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securities in which savings banks may invest under the
law of the State where such national bank is situated, or
where there is no such law relating to investments by
savings banks, in such property and securities as may be
specified by the Comptroller of the Currency: Provided,
That every member bank shall be required to report its
investments in, or holdings of, any such property and
securities at an aggregate valuation which shall not
exceed the aggregate market value thereof at the time
such reports to the Comptroller or to the Federal Reserve
Board are made: Provided further, That the reserve
against time amd—thwift deposits required by section 19
of this Aect shall be counted as a corresponding part of
such investments. All the property of any insolvent
national bank acquired under this section shall be applied
by the receiver thereof in the first place ratably and pro-
portionately to the payment in full of its time and—thnide
deposits. Such banks may continue hereafter as heretofore
to receive time and_thrift. deposits and to pay interest
on the same, but the rate of interest which such banks
may pay upon such time deposits er-upen—thaift or other
deposits shall not exceed the maximum rate authorized by
law to be paid upon -2!:;}:11!“ deposits by State banks or
trust companies organized under the laws of the State

wherein such national banking association is located.
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“ Every national banking association and every mem-
ber bank which is in existence at the date this section
as amended takes effect shall be required, within a period
of two years from such date, to comply fully with the pro-
visions of this section, and every national banking associa-
tion hereafter organized and every State bank or trust
company hereafter becoming a member of the Federal
reserve §ystem shall comply with the provisions of this
section from the date of its organization or admission to
membership, as the case may be.”

SEC. f,ab’ Paragraph “ Seventh ” of section 5136 ' of
the Revised Statutes, as amended, is amended to read as
follows:

“ 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 evidences, of debt;
by receiving deposits; by buying and selling exchange, con,
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 is situated, be permitted to banks of
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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 the National Bank Act, as
amended, the Federal Reserve Aect, as amended, or any
other laws of the United States. The business of pur-
chasing and selling investment securities shall hereafter
be limited to purchasing and selling such securities without
recourse, solely upon the order, and for the account of,
customers, and in no case for its own account, and no such
association shall underwrite any issue of securities; except
that any such association may purchase and hold for its
own account investment seeurities to such an amount and
of such kind as may be hy regulation prescribed by the
Comptroller of the Currency, but in no event shall the
total amount of such investment securities of any one obligor
or maker held by such association exceed 10 per centum of
the total amount of such issue outstanding, nor shall the total
amount of the securities so purchased and held for its own
account at any time exceed 15 per centum of the amount
of the capital stock of such association actually paid in and

unimpaired and 25 per centum of its unimpaired surplus fund.

or otnerwise permLtted by

¥

Except as hereinafter provided,pnothing herein contained
shall authorize the purchase or holding of any shares of stock

of any corporation by any such association. Ne-sueh-assoera=

-tion-shall purchase or-hold any-obligation of-any-eorporation
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urmlessTsuehcorporation amndany - predecessor thereof earned
“for-each-of-the-five-years-precedmygsucl purchase at Teast
~4-per-centum-upon the outstanding capital stock- of the cor-
poration. The limitations herein contained as to the pur-
chasing and selling of investment securities shall not apply
.to obligations of the United States, or general obligations
of any State or of any political subdivision thereof, or obli-
gations issued under authority of the Federal Farm Loan
Act: Provided, That in carrying on the business commonly
known as the safe deposit business no such association shall
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 such association actually paid in and unimpaired and 15
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to-continue in-individual-cases under this-Aet-for-periods—of-
ninety days subject to successive renewals for liké periods
but not to exceed one year in all. TFailure on the part of
any such association to comply with the provisions of this
section shall be pendalized by revocation of its charter in

accordance~with the procedure contained in section 5239 of

_~theRevised-Statutes.”

I

SEC. ?ﬂLSectiml 5139 of the Revised Statutes is
amended to read as follows:

“See. 5139. That after this section as amended takes
effect, the capital stock of each association shall be divided
into shares of $100 each and be deemed personal property
and transferable on the books of the association in sueh
manner as may be preseribed in the by-laws or articles
of association; and any such association which has certificates
of stock outstanding on the date this section as amended
takes effect which do not comply with the provisions of this
section as amended shall, within two years after such date,
issue new certificates in compliance with such provisions.
No certificate representing the stock of any such association
shall represent the stock of any other corporation, nor shall
the ownership, sale, or transfer of any certificate represent-
ing the stock of any such association be conditioned ip
any manner whatsoever upon the ownership, sale, or

transfer of a certificate representing: the stock: of any other
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or corporation shall perform the functions of a uurresyuuumfu
for any national bank or member bank or hold on deposit
any fll;]dS on behalf of any national bank or member bank:
" SEC )‘g’ Section 5144 of the Revised Statutes, as
amended, is amended to read as follows: -
“SEec. 5144. In all elections of directors and in deci

: h share-
i " shareholders, eac
: ions at meetings of s
ing all questions
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holder shay be entitled ¢, one vote on each share of stock
< actually owned by him ag the result of bona fide purchase,
3 gift, or inheritance and no shareholdey who ghg]] become
such through noming] transfer, o ownership on hehglf of
5 another, ghall Cast such vote, N, corporation. association,
g

'

Or partnership whiel, is the owney of more thay 10 per

=J

centum of the stock of any such ).)I:mk. and 1o officer, director,
8 or-employee of such Corporation, association, o Partnership,
9 shall eagt a hallot ip such electiong OF meetings either on
L0 shares of stock oOwned by the Corporation op by such officer,

mployee, Shareholderg

12 duly authorizeq ip Writing s

11 director, or ¢ may vote by Proxies

but no officer, clerk, teller, or
j".".,i_": ;\’\.
12 bookkeeper of such,mﬁsse-(’e;afm shall

act as proxy
14 shareholdey Whose I

ability ig Past due

and no

and unpaid ghg]y be
15 allowed to vote »

16 -SEe.—23, Except-as “Provided-

17 every person who ig g sh

f!i‘seeﬁﬂli%ﬂf‘ﬂiiﬂ'*ﬂ:ﬁ,

areholder in 5 mtiogal-"@(ing

12 association op March 1, 1934, ang eVery-person whe be-
19" comes such o sl

1areholder gfter such date, shall file with

the association g SWorn statement that he is not at the time

20

21 a stockholder in any-afiiliate of such association Organize
under the law of

any State for the Purpose of underwriting,

23 dealing oy trading in securities, anq gy he does not inte

nd
2410 bccomea.stockl

10lder in-any stueh-affiliate,




48
SEo. 24, N Otwnhstandmﬂ" the prm m()m ()f $ect10ﬁs 27'
and~23~9£ thl% Act any ﬂﬂl]l‘lt{,, or any assoelatlon, corpora-
tion, or partnership other than an affiliate, which owns or
controls shares of stock in any nanonal bankmg association
may make application to the Gnmptm]]er of-the Gm‘rency
for a voting permit entitling it to cast one vote at all elec-
tions of directors of such national bankimgrasseciation on each
share of stock actually owned or contwl]ed by it. The
Qoaa-pg;eli;:lﬁolf.tze Curreney may, in hrs dISCIGtIOIl grant or
withhold such permit as the public interest may require but
no such permit shall be granted except upon the following
conditions:
(a) Every such affiliate, association, corporation, or
partnership shall, at the time of making the application
for such permit, enter into an agreement with the Comp-

troller of the Currency (1) to receive at such penodml

intervals - as shall be pleb(,ubed by LhL C}omptlollu, BO.I;

.n- . | - "“ ‘.\' ‘--
i a e, ).} . i

Meqﬂern—thﬂﬁ mWWftﬁtcd fm the examination

of national banks; examiners representing and acting for
the Comptroller who shall make an examination of its
financial condition with the same degree of care as in the
case of an examination of a national bank, such examination
to be at the expense of the affiliate, corporation, association,
or partnership so examined; (2) that the report of the exam-

iner shall set forth all the facts ascertained by the examina-
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tion and shall include gthe name, location, capital, surplus,

and undivided profits of each bank in which the.applicant

\

natiiired ané sald sites the
pipiantion, ad othee sbmtd ol mah adfilie o,

' paAritnersh

N

paltnmlup shall dw&ﬁ—w&t—tht—b‘mrmhﬂﬁ‘of‘ﬁm-&ﬂ‘-

1e11w—at A.uch times-and—under-such—conditions—as—heshall

13 —desienate, obligations of the United States in an amount

14

equal to 10 per centum of the total of capital stock owned
by it in any national bank and shall agree (1) that in the

event of failure of any national bank in which it shall hold

stock the stockholders’ liability accruing on account of such

opligatios
stock shall be a first lien upon thcg‘ljﬂl{ﬁ 80 depusﬂml-mt—h the

Comptroller_and shall —if not-paid-upon demeand-of-the-re:
ceiyer of such bank, be paid by the Comptroller-so-long -as
there-shall-be-abalance-in-such-fund, and (2) that any

e —————————————— —— e -

deficiency in su{h ’mnd uhal] l)c made up wlt[nn muvt\ {Ll\‘-

after mmee %em{hﬁ Genwmlle&-ef—t-hﬁ—é—m:m
(¢) Every such affiliate, association, corporation, or
partnership (1) shall possess at the time of the issuance of

S.3215——4
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such voting permit, and shall continue to possess during the
life of such permit, free and clear of any lien, pledge, or hy-

pothecation of any nature, assets other than bank stoek

which, together with theyfund-hereinbeforerequired—tobe

deposited with-the-Comptroller of the Currency, shall not
be less than 25 per centum of the aggregate par value of

bank stocks held or owned by such affiliate, association, cor-

At ol aeead] ihewed b i e crayy T LAY e g
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(e) Every such affiliate, association, corporation, er
partnership shall, at the time of application for such voting
permit, (1) file a statement with the Comptroller of the
Curreney that it does not own, control, or have any interest
in, or is not participating in the management or direction of,
any affiliate formed for the purpose of, or engaged in, the
issue, flotation, underwriting, public sale, or distribution

at ‘wholesale or retail or through syndicate participation of
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stocks, bonds, debentures, notes, or other securities of any
sort, and that during the period that the permit remains
in force it will not acquire any ownership, control, or
interest in any such affiliate or participate in the management
or direction thereof, or (2) agree that if at the time of
filing the application for such permit it owns, controls,
or has an interest in, or is participating in the management
or direction of, any such affiliate, it will, within two years
after the filing of such application, divest itself of its owner-
ship, control, and interest in such affiliate 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 affiliate or participate in the management or

direction thereofs £ | .

The Gompfrpelié};}dthp_@unencv may, in i;i‘;discre-
tion, revoke any such voting permit after giving sixty
days” notice by registered mail 0f—llitttsr~1ntentmn to the affili-
ate, association, corporation, or partnership. Whenever the
Gtimpt—rell;x—t;f"the.(,.unenby shall have revoked any such
voting permit, no national bank whose stock is owned in
whole or in part by the affiliate, association, corporation, or
partnership whose permit is so revoked shall receive depos-

its of United States moneys, nor shall any such national

bank pay any further dividend to such affiliate, association,
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corporation, or partnership upon any shares of such bank
owned or controlled by such affiliate, association, corpora-
tion, or partnership.

—Fhe—provisions—of—paragraph—“Seventh™ of section

-
—

5136 of the Revised Statutes, as mm‘en(lgdq----sl”f:iﬂ be appli-

cable not only to individual mational banking associations

—

but also to'_thei'r”élﬁiliz-ims and to all affiliates controlled

_throigh-other-afliliates-or-holding—commanies.
il ¥
SEc. 25. Paragraph (c¢) of section 5155 of the Re-
vised Statutes, as amended, is amended to read as follows:
Wit the a.pp? :
“(e) A national banking association may,after the

A

date this paragraph as amended takes effect, establish and
operate new branches within the limits of the city, town, or
village, or at any point within the State in which said asso-
cration is situated, if such establishment and operation are at
the-time permitted to State banks by the law of the State

TR—

1G4 I;,n’tt, iF hu MUETE SPS )y

siness of such sassociation i fopneg S0 axtend 1000

ey iy -
asnt Jtate, the Fediel Dserve Doawd ey pormdt
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bl shment of 0 Wzench W nales by speh asgociation
b4 Bud nob beyohd o dTEdaren of PIPYY '

Ljaeent Seata
3 parant LRIK,

village in which the ;tss(Jciatimyﬂﬁzred shall set aside
for the use of that branch_a-fotal amount of capital at least
~

equal to the minimtim capital required by law for the organ-

25 ization-of a national banking association-in-the-place in-which

L orthe FR Poarg
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~steh-branch s situated.  The aggregate capital of every

national banking association and its branches shall ‘at no
time be less than the aggregate minimum capital requireun
by law for the establishment of an equal number of national
banking associations situated in the various places whetre
such association and its branches are situated.”

Sli{‘.%tﬁvvtimm 1 and 3 of the Act entitled “An Act
to provide for the consolidation of national banking associa-
tions,” approved November 7T, 1918, as amended, are
antended by striking out the words ** county, city, town, or
village 7 wherever they occur in each such section, and
inserting in lieu thereof the words * State, county, city,
town, or village.”

2.8,

SEc. 927 The first two sen‘ences 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 cen‘um in
excess of the discount rate of the Federal reserve bank in the
Federal reserve district where the bank is located, whichever
may be the greater, and no more, except that where by the
laws of any State a different rate is limited for banks of issue

organized under State laws, the rate so limited shall be
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allowed for associations organized or existing in any such
State under this Title. When no rate is fixed by the laws
of the State, or Territory, or District, the bank may take,
receive, reserve, or charge a rate not exceeding 7 per centum,
or 1 per centum in excess of the discount rate of the Federal
reserve bank in the Federal reserve district where the bank
is located, whichever may be the greater, and such interest
may be taken in advance, reckoning the days for which the
note, bill, or other evidence of debt has to run.’

SEc. 2 .g No national banking association or member
bank shall promise or pay to its depositors as a considera-
tion for the maintenance of deposit halances or accounts a
rate of interest in excess of one-half the rate of interest spec-
ified in section 5197 of the Revised Statutes, as amended,
and whenever such depositors are hankers who maintain
balances with other banks, no such association or member
bank shall promise or pay for the maintenance with it of
such bankers’ balances a rate of interest in excess of the
current rate of discount of the Federal reserve bank of the
district in which the depositw bank is located, or in excess

Perannom.
of 24 per centum, 4v hichever Tate shall be the smaller.

No_such-association-or-member-hank-shall-promise—or
pay-to.any-depesitor any-interest-or-other compensation-for

the-maintenanee-of-batances subject to-cheek.
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SEC. 297 (a) The second sentence 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 er-afiiiates
thereof.”

(b) Paragraph (8) of section 5200 of the Revised
Statutes, as amended, is amended by inserting before the
period at the end thereof a colon and the following: “ Pro-
vided, That no obligation of a broker or member of any
stock exchange or similar organization, or of any finance
company, securities company, investment frust, or other
similar institution, or of any affiliate, shall be entitled to the
benefits of the foregoing exceptions, but such obligations
shall in every case be subject to the limitations of 10 per
centum hereinbefore set forth in this section; except that the
total obligations of an affiliate shall in no case exceed thé
said 10 per centum limitations, or the amount of the capital
stock of said affiliate actually paid in and unimpaired, which=
ever may be the smaller.”

(¢) Section 5200 of the Revised Statutes, as amended,
is further amended by adding at the end thereof the follow=
ing new paragraphs:

“ The ageregate amount of the obligations (including

repurchasé agreements) of all the affiliates of a national
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banking association shall not at any time exceed [0 per
centum of the capital stock of such association actually paid
m and unimpaired and 10 per centum of its unimpaired
surplus fund: Provided, That loans collateraled by Govern
ment bonds, or by honds issued by the State in which such

Lank is situated, or issued by any political subdivision of

" such State, shall not be included within the foregoing limi-

tations if actually owned by the borrower from such hank.
three

“ Within e years after this section as amended takes
effect, every affilinte shall e capitalized through the sale
of its own stock which shall be paid for in full in cash upon
the same terms and couditions as provided in section 5140
ol the Revised Statutes, as amended, in the case of national
bank stock; and no national bank shall establish or capitalize
an afliliate through cash or stock dividend declarations made
from its surplus or from undivided profits. No afliliate shall
at any time during SliCllt:t.-:;;";';.ll' period hold, or lend upon,
more than-10 per centum of the shares of the capital stock
of the parent institution.”

2

SEC. )(}’ Nothing in section 5200 of the Revised Stat-
utes, as amended, shall be construed to permit a memlor
bank to lend to any individual or corporation upon collateral
sccurity an amount in excess of 10 per centum of its capital
stock actually paid in and unimpaired and 10 per centuni

of its unimpaired surplus fund, or an amount in excess of

10
11
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13
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the percentage of such ecapital and surplus fund as- shall
from time to time be designated by the Federal Reserve
Board in accordance with subsection (m) of section 13 of the
Federal Reserve Act, as amended, whichever is the smaller.
ey

SEe. ,PI' Section' 5211 of the Revised Statutes, as
amended, is amended by adding at the end thereof the
following new paragraph:

“ Each affiliate of a national banking association shall
make and furnish to the president of the association, for
transmission by him to the Comptroller of the Currency,
not less than three reports during each year, in such form
as the Comptroller may preseribe, 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, covering the condition of such affiliate
on dates identical with those for which the Comptroller
shall during such year require the reports of the condition
of the association. Hach such report of an affiliate shall
be transmitted to the Comptroller 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. Hach such report shall exhibit
in detail and under appropriate heads; the holdings of the
affiliate in question, their cost and present value, the ex-

penses of operation for the preceding year, and the balance




ed for FRASER

Qo

S o

=1

58
sheet of the enterprise. It shall be the duty of the presi-
dent of such association to satisfy himself as to the correctness
of the report before transmitting the same to the Comptroller.
The reports of its affiliates shall be published by the
association under the same conditions as govern its own
condition reports. = The Comptroller shall also have power
to call for special reports with respect to any such affiliate
whenever in his judgment the same are necessary in order
to obtain a full and complete knowledge of the conditions
of the association with which it is affiliated. Any affiliate
which fails to make and furnish any report required of
it under this seetion, and any association whose presidetit
fails to transmit as required by this section, any such report
furnished to him, shall be subject to a penalty of $100 for
each day during which such failure continues: Provided,
That every affiliate which shall be indebted to any bank
or banks to an amount exceeding 5 per centum of the
capital and surplus of its parent bank shall publish its entiré

portfolio at a date and in a manner to be preseribed by

the Comptroller of the Currency but not oftener than once
annually; and every affiliate which shall be so indebted to:

an amount in excess of 10 per centum of the capital and:

surplus of its parent bank, shall be required to publish its
portfolio in at least one daily newspaper issued in the place

where such bank is located within' ten days after receiving

4

10

59
notice therefor from the Comptroller, but such publication
shall not be considered as a substitute for the annual pub-
lication hcroiuhlefm'o required.”
SEC. 3’5/'111(, first paragraph of sec tion 5‘)40 0f the
bor & ] ofora -

Revised Statutes, as amended, is amended by,\a.-dd-m-wat"the

end of-the-first~paragraph thmcofalt'l.u;ric;llzJI\:mrr proviso:

“ Provided, That during the period of IIszvagﬂyearb after this
section as amended takes effect, in making the examination
of any national bank or of any other member bank, the
examiner shall include an examination of the affairs of all
affiliates of such bank, and in the event of the refusal to give
any information 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 thereby forfeited, if a national bank,
and if a bank or trust company organized under the law of
any State, membership in the Federal reserve bank of its
district shall be forfeited and no notice of the termination of
such membership shall be required. The Comptroller of the
Currency shall have power, and he is hereby authorized, to
publish the report of his examination of any national bank-
ing association or affiliate which shall not within one
hundred and twenty days after notification of the recom-

mendations or suggestions of the Comptroller, based on said

examination, have complied with the same to his satisfac-
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tion. © Ninety days’ notice prior to such publicity shall be | “No-corporation-engaged—in-commerce—as—defined—in
1 TOT s € - . I~ 4 - ,, . . . - ~ . . o
given to the bank or affiliate. 2 this Act shall place its funds on deposit with any indixidual

(JL'

private banker, or banking association, or trusf companyv.
except banking associations incorporated vmder the laws of
the United States or of some one of the States or Territories

thereof; and every violation of“the provisions of this para-

£1.000 G4 b ituh Bl 9 Pie UbHAEE ST meh bank or trust company, 7 graph shall be punishable“by a fine of not less than $1,000

s shall "”"* Ry 4he ‘FHow b "_'-'_“;‘-' ‘“ e of 4 ﬂ & per day for each day during which such violation continues;
sawrs .:ia._:.'-l-"_._dz‘~=.-tl- NP l e ”‘ ;;""-'I""”"" st ‘:“ ¢ and no corporation which shall fail to deposit its funds in
' FRIp I R . e "_.’_'1'(, ‘("'f‘,_‘_:_i% _ 10 banking”associations incorporated under the United States

or“of some one of the States or Territories thereof shall

engage in-such-commerce.”
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k i6 adjudged by any court of competent jurisdiction to be invalid,

(7 such judgment shall not affect, impair, or invalidate the

15 - United States (.)pemtmg within the United States and en- 18 remainder of this Aect, but shall be confined in its operation

1 a0 i 1 S fined 1 his AC S e 1 .
iy gaged in comierce as defined in this Act, hall make to ) 19 to the clause, sentence, paragraph, or part thereof directly

J

2  indivigis T corporatic xeept its own subsidi- y s : : :
20 -any individual, other corporation (except its own subsi 20 involved in the controversy in which such judgment shall

: ies) , private banker, or incorporated banker, loans secured

21 aries), private banker, or incorporated K o St e T dirad,
29 by cdllateral; and every violation of the provisions of this

93 paragraph shall be punishable by a fine of $5,000 per day

4 ‘during--thc continuance of such violation.

d for FRASER



ged for FRASER

) 8.3215
A BILL

To provide for the safer and more effective use
of the assets of Federal reserve banks and
of national banking associations, to regu-
late interbank control, to prevent the undue
diversion of funds into speculative opera-
tions, and for other purposes.

By Mr. GL.-\_SS

Janvary 21, 1932

Read twice and referred to the Committee on
Banking and Currency






