
FEDERAL RESERVE BANK
O F  NEW  YORK

MEMBERSHIP OF STATE BANKING INSTITUTIONS 
IN THE FEDERAL RESERVE SYSTEM

/"Circular No. 39051
L October 6, 1952 J

Revision of Regulation H

To all Member Banks in the 
Second Federal Reserve District:

Enclosed is a copy of Regulation H of the Board of Governors of the Federal Reserve 
System, revised effective September 1, 1952.

The revision conforms the regulation to the amendments made by the Act of July 15, 
1952 (Public Law 543, 82d Cong., 2d Sess.), to section 9 o f the Federal Reserve Act, as 
amended, and to section 5155, subsection (c), of the Revised Statutes, as amended. A  copy 
of the new Act is printed on the back of this circular.

The new Act would permit a State bank to become a member o f the Federal Reserve 
System when it has capital stock and surplus adequate in the judgment of the Board 
of Governors in relation to its assets and to its deposit liabilities, except that if the bank 
does not have capital stock and surplus equal to that required for the establishment of 
a national bank it must be approved for deposit insurance under the Federal Deposit 
Insurance Act. The new Act also eliminates the requirement that in order for a national 
or State member bank to have an out-of-town branch it must have a capital stock o f at 
least $500,000. Such a bank, however, must still have capital equal to the total amount 
which would be required for the establishment of a national bank in each of the various 
places where its offices are located and must have the capital stock and surplus required 
by State law in like circumstances. In addition, under the new Act a State member bank 
may not reduce its capital stock or establish any new branch in the head office city without 
the consent of the Board of Governors.

Additional copies of this circular and of the revised regulation will be furnished 
upon request.

A l l a n  S p r o u l ,
President.

( o v e r )
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Public Law 543 —  82d Congress 
Chapter 753 —  2d Session

S. 2938

AN ACT
T o amend section 9 of the Federal Reserve Act, as amended, and section 5155 o f  the Revised 

Statutes, as amended, and for other purposes.

Be it enacted by the Senate and House o f Representatives of the United 
States o f America in Congress assembled, That the eleventh paragraph of 
section 9 of the Federal Reserve Act, as amended (U. S. C., title 12, sec. 329), 
is amended to read as follow s:

“ No applying bank shall be admitted to membership unless it possesses 
capital stock and surplus which, in the judgment o f the Board o f Governors of the 
Federal Reserve System, are adequate in relation to the character and condi
tion of its assets and to its existing and prospective deposit liabilities and other 
corporate responsibilities: Provided, That no bank engaged in the business of 
receiving deposits other than trust funds, which does not possess capital stock 
and surplus in an amount equal to that which would be required for the estab
lishment o f a national banking association in the place in which it is located, 
shall be admitted to membership unless it is, or has been, approved for deposit 
insurance under the Federal Deposit Insurance Act. The capital stock o f a 
State member bank shall not be reduced except with the prior consent o f the 
Board.”

Sec. 2. (a) The third paragraph o f section 9 of the Federal Reserve Act, 
as amended (U. S. C., title 12, sec. 321, third paragraph), is further amended 
by adding at the end thereof a new sentence reading as follow s: ‘ £ The approval 
o f the Board shall likewise be obtained before any State member bank may 
establish any new branch within the limits o f any such city, town, or village 
(except within the District of Colum bia).”

(b ) Subsection (c )  o f section 5155 o f the Revised Statutes, as amended 
(U. S. C., title 12, sec. 36 ( c ) ) ,  is further amended by changing the last sen
tence of such subsection to read as follow s: ‘ ‘ Except as provided in the imme
diately preceding sentence, no such association shall establish a branch outside 
o f the city, town, or village in which it is situated unless it has a combined 
capital stock and surplus equal to the combined amount o f capital stock and 
surplus, if  any, required by the law of the State in which such association is 
situated for the establishment of such branches by State banks, or, i f  the law 
of such State requires only a minimum capital stock for the establishment of 
such branches by State banks, unless such association has not less than an equal 
amount o f capital stock.”

Approved July 15, 1952.
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BOARD  OF GOVERNORS 

of the

FEDERAL RESERVE SYSTEM

MEMBERSHIP OF STATE BANKING INSTI

TUTIONS IN THE FEDERAL 

RESERVE SYSTEM

REGULATION H

T h is  R eg u la tion  as p r in ted  h erew ith  is in the 
fo rm  as am en d ed , e ffe c t iv e  S ep tem ber 1, 1952.
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INQUIRIES REGARDING THIS REGULATION

Any inquiry relating to this regu
lation should be addressed to the 
Federal Reserve Bank o f the district 

in which the inquiry arises.
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REGULATION H

As am en d ed , e ffe c t iv e  S ep tem ber 1, 1952

MEMBERSHIP OF STATE BANKING INSTITUTIONS IN THE 
FEDERAL RESERVE SYSTEM

A U T H O R IT Y  F O R  R E G U L A T IO N

This regulation is based upon and issued pursuant to provisions 
o f  section 9 o f  the Federal R eserve A ct and related provisions 
o f  law.

SE C T IO N  1. D E F IN IT IO N S

F or the purposes o f  this regulation—
(a ) The term  “ State bank” means any bank or trust com pany 

incorporated under a special o r  general law o f  a State or under 
a general law fo r  the D istrict o f  Columbia, any mutual savings 
bank (unless otherw ise ind icated), and any M orris Plan bank 
or other incorporated banking institution  engaged in sim ilar 
business.1

( b ) The term  “ mutual savings bank” means a bank w ithout 
capital stock transacting a savings bank business, the net earn
ings o f  w hich inure w holly to  the benefit o f  its depositors a fter 
paym ent o f  ob ligations fo r  any advances by its organizers, and 
in addition thereto includes any other banking institution the cap
ital o f  w hich  consists o f  weekly or  other tim e deposits which are 
segregated from  all oth er deposits and are regarded as capital 
stock  fo r  the purposes o f  taxation  and the declaration o f  divi
dends.

•Under the p rov is ion s  o f  section  19 o f  the Federal R eserve  A ct . national ban ks o r  banks 
o rga n ized  u n d er local law s, loca ted  in  A laska  o r  in a depen dency  o r  insu lar possession  o r  any  
p a rt o f  the U n ited  States outside  the con tin en ta l U nited  States a re  not required to  becom e 
m em bers o f  the Federal R eserve  System  but m ay. w ith  the con sen t o f  the B oard , becom e 
m em bers o f  the System . H ow ever, th is  R egu la tion  H is ap p licab le  on ly  to  the adm ission  o f  
ban ks e lig ib le  fo r  adm ission  to  m em bersh ip  under section  i) o f  the Federal R eserve  A c t  and 
does n o t cov er  the adm ission  o f  ban ks e lig ib le  under section  19 o f  the A c t . A n y  ban k d esirin g  
to  be adm itted  to  the System  u n d er the prov is ion s  o f  section  19 should com m u n icate  w ith 
the Federal R eserve  B ank w ith  w hich  it desires to  d o  business.

1
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2 REGULATION H

(c )  The term  “ Board” means the Board o f  G overnors o f  the 
Federal R eserve System .

(d )  The term  “ board of directors” means the govern ing board 
o f  any institution perform in g the usual functions o f  a board o f  
d irectors.

(e )  The term  “ Federal R eserve Bank stock” includes the de
posit w hich m ay be made with a Federal R eserve Bank in lieu 
o f  a subscription fo r  stock  by a mutual savings bank w hich  is 
not perm itted to  purchase stock in a Federal R eserve Bank, 
unless otherw ise indicated.

( / )  The term s “ capital”  and “capital stock” mean com m on 
stock , preferred stock, and legally issued capital notes and deben
tures purchased by the R econstruction  Finance Corporation 
w hich  m ay be considered capital and capital stock fo r  purposes 
o f  m em bership in the Federal R eserve System  under the provi
sions o f  section 9 o f  the Federal R eserve A ct.

SK C T IO N  2. E L IG IB IL IT Y  R E Q U IR E M E N T S

U nder the term s o f  section 9 o f  the Federal R eserve A ct, as 
am ended, to  be eligible fo r  adm ission to m em bership in the 
Federal R eserve System —

(1 ) A  State bank, other than a mutual savings bank, must 
possess capital stock  and surplus w hich, in the ju dgm en t o f 
the Board, are adequate in relation to  the character and 
condition  o f  its assets and to  its existing and prospective 
deposit liabilities and other corporate responsibilities: P ro 
d d ed , That no bank engaged in the business o f  receiving 
deposits other than trust funds, which does not posssess 
capital stock  and surplus in an am ount equal to that which 
would be required fo r  the establishm ent o f  a national bank
ing association in the place in which it is located, shall be 
adm itted to  m em bership unless it is, or has been, approved 
fo r  deposit insurance under the Federal D eposit Insurance 
A ct.

(2 ) A  mutual savings bank m ust possess surplus and 
undivided profits not less than the am ount o f  capital required 
fo r  the organization o f  a national bank in the place where 
it is situated.

The m inim um  capital required fo r  the organization o f  a na
tional bank, referred  to  hereinbefore in connection w ith the
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REG U LATION  H 3

capital required fo r  adm ission to  m em bership in the Federal 
R eserve System , is as fo llow s :

I f  located in a c ity  or tow n w ith a population— M inim um
Capital

N ot exceeding 6,000 inhabitants.............................................. $ 50,000 
100,000 
200,000

100,000

E xceeding 6,000 but not exceeding 50,000 inhabitants.... 
E xceeding 50,000 inhabitants (except as stated below ) 
In an outlying d istrict o f  a city  w ith  a population 

exceeding 50,000 inhabitants; provided State law 
perm its organization o f  State banks in such loca
tion w ith a capital o f  $100,000 or less................................

W ith  certain exceptions not here applicable, a national bank m ust 
have surplus equal to  20 per cent o f  its capital in order to  com 
m ence business.

S E C T IO N  3. IN S U R A N C E  O F  D E P O S IT S

A n y State bank becom ing a m em ber o f  the Federal R eserve 
System  w hich is engaged in the business o f  receiv ing deposits 
other than trust funds and w hich  is not at the tim e an insured 
bank under the provisions o f  the Federal D eposit Insurance A ct, 
will becom e an insured bank under the provisions o f  that A ct  on 
the date upon w hich  it becom es a m em ber o f  the Federal R eserve 
System .2 In the case o f  an insured bank which is adm itted to 
m em bership in the Federal R eserve System , the bank will con
tinue to  be an insured bank.

S E C T IO N  4. A P P L IC A T IO N  F O R  M E M B E R S H IP

(a ) State bank, other than a mutual savings bank.— A State 
bank, other than a mutual savings bank, apply ing fo r  m em ber
ship, shall m ake application on Form  F.R. 83A  to  the Board fo r  
an am ount o f  capital stock  in the Federal R eserve Bank o f  its 
d istrict equal to  six  per cent o f  the paid-up capital stock  and 
surplus o f  the applying institution.

JIn  the case o f  a S tate bank w hich  is en gag ed  in the business o f  rece iv in g  deposits  other 
th an  trust funds an d  w h ich  a t  the tim e o f  its adm ission  to  m em bersh ip  in the Federal Reserve 
System  is n o t an insured bank, the B oard is requ ired  under the p rov is ion s  o f  section s 4 and ti 
o f  the Federal D eposit In su ra n ce  A ct to  issue a certifica te  to  the Federal D eposit In su ran ce  
C orp ora tion  to  the e ffect that the bank is a m em ber o f  the Federal R eserve  System  and that 
con sideration  has been g iven  to  the financia l h istory  and con d ition  o f  the ban k , the adequacy 
o f  its cap ita l stru ctu re , its fu tu re  earn in gs  p rospects , the gen era l ch a ra cter  o f  its m a n a ge
m ent. the con ven ien ce  an d  needs o f  the com m u n ity  to  be served  b y  the bank, and w hether 
o r  not its  c o rp o ra te  p ow ers  are con sisten t w ith the p u rp oses  o f  the Federal D ep osit  Insurance 
A ct.
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4 REGULATION H

(b) Mutual savings bank.— A  m utual savings bank applying fo r  
m em bership shall m ake application on Form  F .R . 83B to  the 
Board fo r  an am ount o f  capital stock  in the Federal R eserve 
Bank o f  its d istrict equal to  six-tenths o f  one per cent o f  its total 
deposit liabilities as show n by  the m ost recent report o f  exam 
ination o f  such institution  preceding its adm ission to m em ber
ship, or, if  such institution  be not perm itted by the laws under 
w hich  it was organized to  purchase stock in a Federal Reserve 
Bank, on Form  F.R. 83C, fo r  perm ission to deposit w ith the 
Federal R eserve Bank an am ount equal to  the am ount which 
it would have been required to pay in on account o f  a subscrip
tion to  capital stock.

(c) Mutual savings bank which is not authorized to purchase 
stock of Federal Reserve Bank at time of admission.— If a m u
tual savings bank be adm itted to  m em bership on the basis o f  a 
deposit o f  the required am ount w ith the Federal R eserve Bank 
in lieu o f  paym ent upon capital stock  because the laws under 
w hich  such bank was organized do not at that tim e authorize 
it to  purchase stock  in the Federal R eserve Bank, it shall sub
scribe on Form  F .R . 83D fo r  the appropriate am ount o f  stock 
in the Federal R eserve Bank w henever such laws are am ended 
so as to  authorize it to  purchase stock  in a Federal R eserve Bank.3

(d ) Execution and filing of application.— Each application 
m ade under the provisions o f  th is section and the exh ibits re
ferred  to  in the application blank shall be executed and filed, in 
duplicate, w ith  the Federal R eserve Bank o f  the d istrict in which 
the applying bank is located.

S E C T IO N  5. A P P R O V A L  O F  A P P L IC A T IO N

(a ) Matters given special consideration by Board.— In passing 
upon an application, the fo llow in g m atters will be given  special 
consideration.

(1 ) The financial h istory and condition o f  the applying 
bank and the general character o f  its m anagem ent;

aT h e  Federal R eserve A c t  provides that, if  the law s under w hich an y  such sav in gs bank 
w as o rg a n ized  be not am ended a t the first session o f  the legislature fo llow in g  the adm ission  
o f  the sav in gs bank to  m em bership so as to  au th orize  m utual sav in gs ban ks to  purchase 
Federal R eserve B ank stock , o r  i f  such law s be so am ended and the bank fa il w ith in  six 
m on th s  th erea fter  to  pu rch ase  such stock , all o f  its  r ig h ts  and priv ileges  as a m em ber bank 
shall be fo r fe ite d  and its  m em bersh ip  in  the Federal R eserve System  shall be term inated  
in the m an n er prescribed  in  section  *J o f  the Federal R eserve A ct.
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REGULATION H 5

(2 ) The adequacy o f  its capital structure in relation to 
the character and condition o f  its assets and to  its existing 
and prospective deposit liabilities and other corporate re
sponsib ilities; and its fu ture earnings prospects;

(3 ) The convenience and needs o f  the com m unity to  be 
served by the bank ; and

(4 ) W hether its corporate powers are consistent w ith  the 
purposes o f  the Federal R eserve A ct.

(b) Procedure for admission to membership after approval of 
application.— I f  an applying bank con form s to all the require
m ents o f  the Federal R eserve A ct  and th is regulation and is 
otherw ise qualified fo r  m em bership, its application will be ap
proved su b ject to  such conditions as m ay be prescribed pursuant 
to  the provisions o f  the Federal R eserve A ct. W hen the condi
tions prescribed have been accepted by the applying bank, it 
should pay to the Federal R eserve Bank o f  its d istrict one-half 
o f  the am ount o f  its subscription  and, upon receipt o f  advice 
from  the Federal R eserve Bank as to the required am ount, one- 
half o f  one per cent o f  its paid-up subscription  fo r  each m onth 
from  the period o f  the last dividend.4 The rem aining half o f  the 
bank’s subscription  shall be su b ject to call when deem ed neces
sary by the Board. The bank’s m em bership in the Federal R e
serve System  shall becom e effective on the date as o f  w hich  a 
certificate o f  Stock o f  the Federal R eserve Bank is issued to  it 
pursuant to  its application fo r  m em bership or, in the case o f  a 
m utual savings bank which is not authorized to  subscribe fo r  
stock, on the date as o f  w hich a certificate representing the ac
ceptance o f  a deposit w ith the Federal R eserve Bank in place 
o f  a paym ent on account o f  a subscription to stock  is issued to it 
pursuant to its application fo r  m em bership.

S E C T IO N  6. P R IV IL E G E S  A N D  R E Q U IR E M E N T S  O F  M E M B E R S H IP

E very  State bank while a m em ber o f  the Federal Reserve 
System —

(a) Shall retain its fu ll charter and statutory righ ts su b ject 
to  the provisions o f  the Federal R eserve A ct and other A cts  o f  
C ongress applicable to m em ber State banks, to  the regulations 
o f  the Board m ade pursuant to  law, and to the conditions pre-

■•In the case  o f  a m utual sav in gs bank w hich  is n o t perm itted  by the law s under w hich  it 
it  w as organ ized  to  pu rch ase  stock  in  a Federal R eserve  B ank, it shall d eposit w ith  the 
Federal R eserve  Bank an am ou n t equal to  the am ou n t w h ich  it w ou ld  have been  required to 
p a y  in  on  a ccou n t o f  a su bscrip tion  to  cap ita l stock.
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6 R EG U LATION  H

scribed by the Board and agreed to  by  such bank prior to  its 
adm ission ;

( b ) Shall en joy  all the privileges and observe all the require
m ents o f  the Federal R eserve A ct  and other A cts  o f  Congress 
applicable to  m em ber State banks and o f  the regulations o f  the 
B oard m ade pursuant to  law w hich are applicable to  m em ber 
State banks;

( c ) Shall com ply at all tim es w ith any and all conditions o f  
m em bership  prescribed by the Board in connection  w ith the ad
m ission o f  such bank to  m em bership in the Federal R eserve 
S ystem ; and

(d ) Shall not reduce its capital stock  except w ith  the prior 
consent o f  the B oard.5

S E C T IO N  7. C O N D IT IO N S  O F  M E M B E R S H IP

Pursuant to  the authority  contained in the first paragraph o f  
section 9 o f  the Federal R eserve A ct, w hich  authorizes the Board 
to  perm it applying State banks to  becom e m em bers o f  the Fed
eral R eserve System  “ su b ject to  the provisions o f  th is A c t  and 
to  such conditions as it m ay prescribe pursuant th ereto ,”  the 
Board, except as hereinafter stated, will prescribe the fo llow in g 
conditions o f  m em bership fo r  each State bank hereafter apply
ing fo r  adm ission to  the Federal R eserve System , and, in addi
tion, such other conditions as m ay be considered necessary or 
advisable in the particular case—

1. Such bank at all tim es shall conduct its business and 
exercise its pow ers w ith due regard to  the sa fety  o f  its de
positors, and, except w ith  the perm ission o f  the Board o f  
G overnors o f  the Federal R eserve System , such bank shall 
not cause or perm it any change to be m ade in the general 
character o f  its business or in the scope o f  the corporate 
pow ers exercised by it at the tim e o f  adm ission to m em ber
ship.8

“T h is  ap p lies  to  cap ita l stock o f  all classes an d  to  cap ita l notes and deben tu res legally 
issued and purchased  by the R econ stru ction  F in an ce  C orp ora tion  w hich , under the Federal 
R eserve  A ct . are con sidered  as cap ita l stock fo r  pu rposes o f  m em bersh ip .

•For m an y years, the B oard  prescribed , as standard con d ition s  o f  m em bership , a con d ition  
w hich , in gen era l, p roh ib ited  ban ks from  en g a g in g  as a business in the sale o f  real estate 
loans to  the pu b lic an d  certa in  con d ition s  re la tin g  to  the exerc ise  o f  tru st p ow ers, in clu d in g  
o n e  w h ich  proh ib ited  se lf-d ea lin g  in  the investm en t o f  trust funds. T h e  e lim in ation  o f  these 
con d it ion s  as standard  con d ition s  o f  m em bersh ip  does n o t reflect a n y  ch a n g e  in  the B oa rd 's  
p os it ion  as to  the und esirability  o f  the p ractices  form erly  proh ib ited  b y  such con d it ion s ; and 
atten tion  is  called to  the fact th at e n g a g in g  as a business in  the sale o f  real estate loan s to  
the pu b lic o r  fa ilin g  to  con d u ct tru st business in a ccord an ce  w ith  the ap p licab le  State law s 
anil sound prin cip les  o f  trust adm in istra tion  m ay con stitu te  u n safe  o r  unsoun d p ractices  and 
v io la te  con d ition  num bered 1.
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REG ULATION  H 7

2. The net capital and surplus funds o f  such bank shall be 
adequate in relation to  the character and condition  o f  its 
assets and to  its deposit liabilities and other corporate re
sponsibilities.

The acquisition  by  a m em ber State bank o f  the assets o f  an
other institution  through  m erger, consolidation, or purchase m ay 
result in  a change in the general character o f  its business or  in 
the scope o f  its corporate powers w ithin the m eaning o f  condi
tion  num bered 1, and i f  at any tim e a bank su b ject to  such con
dition anticipates m aking any such acquisition a detailed report 
setting fo rth  all the fa cts  in connection w ith  the transaction shall 
be made prom ptly to  the Federal R eserve Bank o f  the d istrict 
in w hich  such bank is located.

I f  at any tim e, in the ligh t o f  all the circum stances, the aggre
gate am ount o f  a m em ber State bank’s net capital and surplus 
funds appears to  be inadequate, the bank, w ithin  such period 
as shall be deem ed by  the Board to  be reasonable fo r  this pur
pose, shall increase the am ount th ereo f to  an am ount w hich in 
the ju dgm en t o f  the Board shall be adequate in relation to  the 
character and condition o f  its assets and to  its deposit liabilities 
and other corporate responsibilities.

S E C T IO N  8. E S T A B L IS H M E N T  O R  M A IN T E N A N C E  O F  B R A N C H E S

(a ) In general.— E very  State bank w hich  is or hereafter be
com es a m em ber o f  the Federal R eserve System  is su b ject to  the 
provisions o f  section 9 o f  the Federal R eserve A ct relating to  the 
establishm ent and m aintenance o f  branches7 in the United States 
or in a dependency or insular possession th ereof or in a foreign  
country. U nder the provisions o f  section 9, m em ber State banks 
establishing and operating branches in the United States beyond 
the corporate lim its o f  the city, tow n, or village in w hich the 
parent bank is situated m ust con form  to the sam e term s, condi
tions, lim itations, and restrictions as are applicable to  the estab
lishm ent o f  branches by  national banks under the provisions o f 
section 5155 o f  the Revised Statutes o f  the United States relat
ing to  the establishm ent o f  branches in the United States, except 
that the approval o f  any such branches m ust be obtained from  
the Board rather than from  the Com ptroller o f  the Currency.

’ Section  5155 o f  the R evised Statutes o f  the U nited  States p rov ides th a t: “ ( f )  T h e  term  
'b ra n ch ' as used in th is section  shall be held to  include any  bran ch  bank, bran ch  office, branch  
a g en cy , additional office, or  any  bran ch  p lace  o f  business loca ted  in  any  State o r  territory  
o f  the U nited States o r  in  the D istrict o f  C olum bia a t w hich  deposits  are received , o r  checks 
paid, o r  m oney lent.”
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8 REGULATION H

The approval o f  the Board m ust likewise be obtained before any 
m em ber State bank establishes any branch a fte r  July 15, 1952, 
w ithin the corporate lim its o f  the city, tow n, or village in which 
the parent bank is situated (except w ithin the D istrict o f  Co
lum bia). U nder the provisions o f  section 9, m em ber State banks 
establish ing and operating branches in a dependency or insular 
possession o f  the U nited States or in a fore ign  country m ust 
con form  to the term s, conditions, lim itations, and restrictions 
contained in section 25 o f  the Federal R eserve A ct relating to  the 
establishm ent by national banks o f  branches in such places.

(6) Branches in the United States.—
1. B efore a m em ber State bank establishes a branch (ex 

cept within the D istrict o f  C olum bia), it m ust obtain the 
approval o f  the Board.

2. B efore  any nonm em ber State bank having a branch or 
branches established a fter  February 25, 1927, beyond the 
corporate lim its o f  the city , tow n, or village in w hich the 
bank is situated is adm itted to  m em bership in the Federal 
R eserve System , it m ust obtain the approval o f  the Board 
fo r  the retention o f  such branches.

3. A  m em ber State bank located in a State w hich  by 
statute law perm its the m aintenance o f  branches within 
county or greater lim its m ay, w ith the approval o f  the Board, 
establish and operate, w ithout regard to the capital require
m ents o f  section 5155 o f  the Revised Statutes, a seasonal 
agency in any resort com m unity within the lim its o f  the 
county in w hich the main office o f  such bank is located fo r  
the purpose o f  receiving and paying out deposits, issuing 
and cash ing checks and drafts, and doing business incident 
thereto, if  no bank is located and doing business in the place 
where the proposed agency is to be loca ted ; and any perm it 
issued fo r  the establishm ent o f  such an agency shall be 
revoked upon the opening o f  a State or national bank in the 
com m unity where the agency is located.

4. E xcept as stated in the im m ediately preceding para
graph, in order fo r  a m em ber State bank to  establish a 
branch beyond the corporate lim its o f  the city , town, or 
village in w hich it is situated, the aggregate capital stock 
o f  the m em ber State bank and its branches shall at no tim e 
be less than the aggregate m inim um  capital stock  required 
by law fo r  the establishm ent o f  an equal num ber o f  national
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REGULATION H 9

banking associations situated in the various places w here 
such m em ber State bank and its branches are situated.8

5. A  m em ber State bank m ay not establish a branch be
yond the corporate lim its o f  the city , tow n, or village in 
w hich it is situated unless such establishm ent and operation 
are at the tim e authorized to  State banks by the statute 
law o f  the State in question by  language specifically granting 
such authority  affirm atively and not m erely by im plication 
or recognition .

6. A n y  m em ber State bank w hich, on February 25, 1927, 
had established and was actually operating a branch or 
branches in con form ity  w ith the State law is perm itted to 
retain  and operate the sam e w hile rem aining a m em ber o f  
the Federal R eserve System , regardless o f  the location o f 
such branch or branches.

7. The rem oval o f  a branch o f  a m em ber State bank from  
one tow n to  another tow n constitutes the establishm ent o f  a 
branch in such other tow n and, accord ingly, requires the 
approval o f  the Board. The rem oval o f  a branch o f  a m em ber 
State bank from  one location in a tow n to  another location 
in the same tow n w ill require the approval o f  the B oard if  
the circum stances o f  the rem oval are such that the effect 
th ereof is to  constitute the establishm ent o f  a new branch 
as distinguished from  the m ere relocation o f  an existing 
branch in the im m ediate neighborhood w ithout a ffecting the 
nature o f  its busines or custom ers served.

(c) Application for approval of branches in United States.—
A n y m em ber State bank desiring to  establish a branch should 
subm it a request fo r  the approval by the Board o f  any such 
branch to  the Federal R eserve Bank o f  the d istrict in w hich the 
bank is located. A n y  nonm em ber State bank applying fo r  m em 
bership and desiring to  retain any branch established a fter  Feb
ruary 25, 1927, beyond the corporate lim its o f  the city , town, 
or village in w hich  the bank is situated should subm it a sim ilar 
request. A ny such request should be accom panied by advice as 
to  the scope o f  the functions and the character o f  the business

•The requ irem en t o f  th is p a ra g ra p h  is m et i f  the a g g reg a te  cap ita l stock o f  a m em ber 
State ban k h a v in g  branches is not less than the total am ou n t o f  cap ita l stock w hich  would 
be  required f o r  the estab lishm ent o f  on e  national bank in  each  o f  the places in  w h ich  the 
head office and bran ch es o f  the m em ber State bank a re  located , irrespective  o f  the num ber o f  
offices w hich  the bank m ay have in any  such p lace. T h ere  a re  n o  add itional cap ita l requ ire
m en ts f o r  add itional bran ch es w ith in  the c ity . tow n , o r  v illage  in  w h ich  the head office is 
located.
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10 REG U LATION  H

w hich  are or will be perform ed  by the branch and detailed in
form ation  regardin g  the policy  follow ed  or  proposed to  be fo l
lowed w ith  reference to  supervision o f  the branch b y  the head 
office; and the bank m ay be required in any case to  furn ish  
additional in form ation  w hich  will be helpful to  the Board in 
determ ining w hether to  approve such request.

(d ) Foreign  branches.— B efore a m em ber State bank estab
lishes a branch in a fore ign  country, or dependency or  insular 
possession o f  the U nited States, it m ust have a capital and sur
plus o f  $1,000,000 or m ore and obtain  the approval o f  the Board.

( e ) A pplication  fo r  approval o f  foreign  branches.— A n y m em 
ber State bank desiring to  establish such a branch and any non
m em ber State bank apply ing fo r  m em bershfp and desiring to 
retain  any such branch established a fter  February 25, 1927, 
should subm it a request fo r  the approval by  the B oard o f  any 
such branch to the Federal R eserve Bank o f  the d istrict in which 
the bank is located. A n y  such request should be accom panied by 
advice as to the scope o f  the functions and the character o f  the 
business w hich  are or  will be perform ed by  the branch and de
tailed in form ation  regarding the policy  follow ed or proposed to 
be follow ed  w ith reference to  supervision o f  the branch by  the 
head o ffice ; and the bank m ay be required in any case to  furn ish  
additional inform ation  w hich will be helpful to  the B oard in 
determ ining w hether to approve such request.

S E C T IO N  9. P U B L IC A T IO N  O F  R E P O R T S  O F  M E M B E R  B A N K S  
A N D  T H E IR  A F F IL IA T E S 9

(a ) R eports o f  m em ber banks.— E ach report o f  condition made 
by  a m em ber State bank, which is required to be m ade to  the 
Federal R eserve Bank o f  its d istrict as o f  call dates fixed by the 
Board o f  G overnors o f  the Federal R eserve System , shall be 
published by such m em ber bank w ithin tw enty days from  the 
date the call th ere for is issued.

The report shall be printed in a newspaper published in the 
place where the bank is located or, i f  there be no newspaper

“U n d er the prov is ion s  o f  section  9 o f  the Federal R eserve A ct . rep orts  o f  con d ition  o f  
m em ber State ban ks w hich , under th at section , m ust be  m ade to  the resp ective  Federal 
R eserve B anks on  call dates fixed  by the B oa rd  o f  G overn ors o f  the Federa l R eserve System  
“ shall be published b y  the re p o rt in g  banks in  such m an n er an d  in  accord a n ce  w ith such 
regu lation s as the said  B oard  m ay p rescribe” .

Section  9 also p rov ides that the rep orts  o f  affiliates o f  a m em ber State ban k w h ich  are 
required by that section  to  be furn ish ed  to  the resp ective  Federal R eserve  B anks “ shall be 
published by the ban k under the sam e con d ition s  as govern  its  o w n  con d ition  re p o r ts " . Th e 
term  "a ffilia tes” , as used in th is p rov is ion  o f  section  9, u n d er the express term s o f  that 
section , includes “ h old ing com p a n y  affiliates as well as o th er  affiliates” , but a m em ber State 
ban k is n o t required to  fu rn ish  to  a Federal R eserve Bank the rep ort o f  an  affiliated m em ber 
bank.
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R EGULATION H 11

published in the place w here the bank is located, then in a news
paper published in the same or in an ad join in g  county and in 
general circulation in the place where the bank is located. The 
term  “ new spaper” , fo r  the purpose o f  this regulation, m eans a 
publication w ith a general circulation published not less fr e 
quently than once a week, one o f  the prim ary functions o f  which 
is the dissem ination o f  news o f  general interest.

The copy o f  the report fo r  the use o f  the printer fo r  publication 
should be prepared on the form  supplied or authorized fo r  the 
purpose by the Federal R eserve Bank. The published inform ation  
shall agree in every respect w ith that shown on the face  o f  the 
condition report rendered to  the Federal R eserve Bank, except 
that any item  fo r  w hich  no am ount is reported m ay be om itted 
in the published statem ent. A ll signatures shall be the same in 
the published statem ent as in the original report subm itted to 
the Federal R eserve Bank, but the signatures m ay be typew ritten 
or otherw ise copied on the report fo r  publication.

A  copy o f  the printed report shall be subm itted to  the Federal 
R eserve Bank attached to the certificate on the form  supplied 
or authorized fo r  the purpose by the Federal R eserve Bank.

(b) Reports of affiliates.10—E ach report o f  an affiliate o f  a 
m em ber State bank, including a holding com pany affiliate, shall 
be published at the same tim e and in the same newspaper as the 
affiliated bank’s own condition report subm itted to the Federal 
R eserve Bank, unless an extension o f  tim e fo r  subm ission o f  the 
report o f  the affiliate has been granted under authority o f  the 
Board o f  G overnors o f  the Federal R eserve System . W hen such 
extension o f  tim e has been granted, the report o f  the affiliate 
m ust be subm itted and published before the expiration o f  such 
extended period in the same newspaper as the condition report 
o f  the bank was published.

The copy o f  the report fo r  the use o f  the printer fo r  publication 
should be prepared on Form  F.R. 220a. The published inform ation  
shall agree in every respect w ith that shown on the face o f  the 
report o f  the affiliate furnished to the Federal R eserve Bank by 
the affiliated m em ber bank, except that any item appearing under

’ "S ection  21 o f  the Federal R eserve A ct, am on g  other th ings, p rov ides as fo llow s: “ W h en 
ever  m em ber banks a re  required to  obta in  reports  from  affiliates, o r  w h enever affiliates o f  
m em ber ban ks are required to  subm it to  exam in ation , the B oard  o f  G overn ors o f  the Federal 
R eserve System  o r  the C om ptroller  o f  the C u rren cy , as the case  m ay be. m ay w aive such 
requ irem en ts w ith respect to any  such report o r  exam in ation  o f  any  affiliate i f  in the ju d g 
m en t o f  the said  B oard  o r  C om ptroller , respectively , such re p o rt  o r  exam in ation  is not 
necessary  to  d isclose fu lly the relations betw een such affiliate and such bank and the effect 
th ereo f u p on  the a ffa irs  o f  such ban k .”  T h ere fore , o f  course , in an y  case  w here th t B oard 
o f  G overn ors w aives the filin g  o f  a rep ort o f  an affiliate o f  a m em ber State bank, n o  pub lica
tion  o f  a rep ort o f  such affiliate is required.
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1 2 REGULATION  H

the caption  “ Financial relations w ith  bank”  against w hich  the 
w ord “ none”  appears on the report furnished to  the Federal 
R eserve Bank m ay be om itted in the published statem ent o f  the 
affiliate, provided that i f  the word “ none”  is show n against all 
o f  the item s appearing under such caption  in the report furnished 
to  the Federal R eserve Bank the caption “ Financial relations 
w ith  bank”  shall appear in the published statem ent follow ed  by 
the w ord “ none.”  A ll signatures shall be the sam e in the published 
statem ent as in the original report subm itted to  the Federal 
R eserve Bank, but the signatures m ay be typew ritten  or oth er
wise copied on the report fo r  publication.

A  copy o f  the printed report shall be subm itted to  the Federal 
R eserve Bank attached to  the certificate on Form  F .R . 220a.

S E C T IO N  10.. V O L U N T A R Y  W IT H D R A W A L  FR O M  F E D E R A L  R E S E R V E  S Y S T E M

(a ) General.— A n y state bank desiring to  w ithdraw  from  m em 
bership in a Federal R eserve Bank m ay do so a fter  six  m onths’ 
w ritten  notice has been filed w ith  the B o a rd ;11 and the Board, 
in its  d iscretion, m ay waive such six m onths’ notice in any in
dividual case and m ay perm it such bank to  w ithdraw  from  m em 
bership in a Federal R eserve Bank, su b ject to  such conditions 
as the Board m ay prescribe, p rior to the expiration o f  s ix  m onths 
from  the date o f  the w ritten  notice o f  its intention to  w ithdraw .

(b) Notice of intention of withdrawal.— A n y State bank de
siring to  w ithdraw  from  m em bership in a Federal R eserve Bank 
should s ig n ify  its intention to  do so, w ith  the reasons th erefor, 
in  a letter addressed to  the Board and m ailed to  the Federal 
R eserve Bank o f  w hich such bank is a m em ber. A n y  such bank 
desiring to  w ithdraw  from  m em bership prior to  the expiration 
o f  s ix  m onths from  the date o f  w ritten  notice o f  its intention 
to  w ithdraw  should so state in the letter s ign ify in g  its intention 
to  w ithdraw  and should state the reason fo r  its desire to  w ith 
draw  prior to  the expiration  o f  s ix  m onths.

E very  notice o f  intention o f  a bank to  w ithdraw  from  m em 
bership in the Federal R eserve System  and every application fo r  
the w aiver o f  such notice should be accom panied by  a certified 
copy  o f  a resolution duly adopted by the board o f  d irectors o f 
such bank authorizing the w ithdraw al o f  such bank from  m em -

"U n d e r  sp ecific  p rov is ion s  o f  section  9 o f  the Federal R eserve A ct . h ow ever, n o  Federal 
R eserve  Bank shall, e x ce p t  u p on  ex p ress  au th ority  o f  the B oard , cancel w ith in  the sam e 
ca len dar yea r m ore  than tw en ty -five  p er cen t o f  its ca p ita l stock  f o r  the pu rp ose  o f  e ffe ct in g  
vo lu n tary  w ithdraw als d u rin g  th at year. A ll a p p lica tion s  f o r  vo lu n tary  w ith draw als are 
required by the law  to  be dealt w ith  in  the o rd er  in w hich  they a re  filed w ith  the B oard .
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REG ULATION  H 13

bership in the Federal R eserve System  and authorizing a certain 
officer or  certain  officers o f  such bank to file such notice or ap
plication, to  surrender fo r  cancellation the Federal R eserve Bank 
stock  held by such bank, to  receive and receipt fo r  any m oneys 
o r  other property due to  such bank from  the Federal Reserve 
Bank and to  do such other th ings as m ay be necessary to  effect 
the w ithdraw al o f  such bank from  m em bership in the Federal 
R eserve System .

N otice o f  intention to  w ithdraw  or application fo r  w aiver o f 
s ix  m onths’ notice o f  intention to  w ithdraw  by any bank which 
is in the hands o f  a conservator or oth er State official acting in 
a capacity sim ilar to  that o f  a conservator should be accom panied 
by advice from  the conservator or other such State official that he 
jo in s  in such notice or application.

(c )  Time and method of effecting actual withdrawal.— Upon 
the expiration  o f  six m onths a fter  notice o f  intention to  w ith 
draw  or upon the w aiving o f  such s ix  m onths’ notice by  the 
B oard, such bank m ay surrender its stock  and its certificate o f 
m em bership to  the Federal R eserve Bank and request that same 
be canceled and that all am ounts due to  it from  the Federal 
R eserve Bank be refunded .12 Unless w ithdraw al is thus effected 
w ithin eight m onths a fter  notice o f  intention to  w ithdraw  is first 
given, or unless the bank requests and the Board grants an ex
tension  o f  tim e, such bank will be presum ed to  have abandoned 
its intention o f  w ithdraw ing from  m em bership and will not be 
perm itted to  w ithdraw  w ithout again g iv in g  six  m onths’ w ritten 
notice or obtain ing the w aiver o f  such notice.

(d )  Withdrawal o f  notice.— A n y bank w hich  has given  notice 
o f  its intention to  w ithdraw  from  m em bership in a Federal Re
serve Bank m ay w ithdraw  such notice at any tim e before its

UA ban k 's  w ithdraw al fro m  m em bersh ip  in the Federal R eserve  System  is e ffective  on  the 
date on  w hich  the Federal R eserve Bank stock  held by it  is duly canceled. U ntil such stock 
has been canceled, such bank rem ains a m em ber o f  the Federa l R eserve System , is  entitled 
to  all the priv ileges  o f  m em bersh ip , and is required to  com ply  w ith  all p rov is ion s  o f  law 
and all regu lation s o f  the B oard  p erta in in g  to  m em ber ban ks an d  w ith  all con d ition s  o f  
m em bersh ip  a p p lica b le  to  it. U p o n  the can ce lla tion  o f  such stock , all r ig h ts  and priv ileges  o f  
such ban k  as a m em ber ban k shall term inate.

U p on  the can ce lla tion  o f  such stock , and a fte r  due p rov is ion  has been m ade f o r  an y  
indebtedness due o r  to  becom e due to  the Federal R eserve  B an k , such bank shall be entitled  
to  a  re fu n d  o f  its cash  p a id  su b scrip tion  w ith  in terest a t the ra te  o f  on e -h a lf  o f  on e  p e r  cen t 
p e r  m onth  fro m  the date  o f  last d iv idend, the am ou n t refu n ded  in  n o  even t to  exceed  the 
book  value o f  the stock  a t th at tim e, an d  shall likew ise  be en titled  to  the repaym en t o f  
deposits  an d  o f  a n y  other balance due fro m  the Federal R eserve  Bank.
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stock has been canceled and upon doing so may remain a member 
of the Federal Reserve System. The notice rescinding the former 
notice should be accompanied by a certified copy of an appropriate 
resolution duly adopted by the board of directors of the bank.

SECTION 11. BOARD FORMS

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