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A BILL

70 AMEND THE ACT APPROVED DECEMBER 23, 1913,
RNOWN A8
'THE FETERAL RESERVE ACT.

BE IT ENACTED BY THE SENATE AND HOUSE OF REPRESENTATIVES
OF THE UnITED STATES OF AMERICA IN CONGRESS ASSEMBLED, That

" the Act approved December 23, 1913, known as the Federal Re-’

serve Act, as amended, be further amended by adding a new sec-
tion as follows:

BANKTNG CORPORATIONS AUTHORIZED TO DO FOREIGN BANKING
BUSINESS.

Section 25 (a): Corporations to be organized for the purpose
of engaging principally in international or foreign banking or
other financial operations, or banking or other financial oper-
ations in a dependency or insular possession of the United

- States, either directly or through ths agency, ownership, or

control of local institutions in foreign countries, or in such
depsndencies or insular possessions as provided by this sec~
tion, and to act when required as fiscal agents of the United
States, may be formed by any muxber of natural persons, not
less in any case thHan five.

Such persons shall enter inio articles of association
which shall specify in general terms the objects for which the
association is formed and may contain any other provisions not
inconsistent with law which the association may see fit to
adopt for the regulations of its business and the conduct of
its affairs.

Such articles of association shall be signed by all of the
persons intending to participate in the organization of the
corporation and, thereafter, shall be forwarded to the Federal
Reserve Board and shall be filed and preserved in its office,
The persons signing the said articles of association shall, un-
der their hands, make an organization certificate which shall
specifically state:

First: The name assumed by such corporation, which shall
be subject to the approval of the Federal Reserve Board.

Second: The place or places where its operations are to
be carried on.

Third: The place in the United States where its home of-
fice is to be located. ‘
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Fourth: The amount of its capital stock and the number
of shares into which the same shall be divided.

Fifth: The names and places of business or residence
of the persons executing the certificate and the number of
shares to which each has subscribed.

'f- : Sixth: The fact that the certificate is made to enable

the persons subscribing the same, and all other persons,

firms, companies and corporations, who or which may there~
after subscribe to or purchase shares of the capital stock
of such corporation, to avail themselves of the advantages

of this Section.

The persons signing the organization certificate shall
duly acknowledge the execution thereof before a judge of
some court of record or notary public, who shall certify
thereto under the seal of such court or notary and, there-
after, the certificate shall be forwarded to the Fedesral
Reserve Board to be filed and preserved in its office.

Uvon duly making and filing articles of association and an
organization certificate the association shall become and
be a body corporate, and, as such, and in the name desig-

. nated therein, shall have jower under such conditions and

regulations as the Federal Reserve Board may prescribe to
adopt and use a corporate seal which mag be changed at the
- pleagure of its board of directors; to havce succession for
a period of twenty years unless sooner dissolved by an Act
of Congress or unless its franchises becoms forfeited by
some violation of law; to make contracts; to sue and be
sued, complain and defend in any court of law or equity;
to elect or apypoint directors, a majority of whow shall be
citizens of the United States; and, by its board of di-
rectors, to appoint such officers and employees as may be
deemed proper, define their authority and duties, reguire
bonds of them and fix the penalty thereof; dismiss such
officers or employees , or any thereof, at pleasure, and
arpoint others to fill their places; to prescribe, by its
board of directors,by-lews not inconsistent with law or
with the regulations of the Federal Rescrve Board regu-
lating the manner in which its stock shall be transferred,
its directors elected or appointed, its officers and em-
vrloyees appointed, its property transferred, and the
privileges granted to it by law exercised and enjoyed.
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Fach eorpeoration so organizéd shall also have power:

(a) 7o purchase, sell, discount and negotiate notes, drafts,
checks, bills of exchange, acceptances, including bankerd! accept-
ances, cable transfers and other evidences of indecbtedness; to
purchase and sell securities, including the obligations of the
United States or of any State thereof; to accept bills or drafts
drawn upon it subject to such limitations and restrictions
as the Federal Reserve Board may impose; to issue letters of
credit; to purchasc und sell, exchange, coin and bullion; to
borrow: and to lend money on real or personal security; to receive
deposits; and generally to exercise such powers as are incidental
to the powers conferred by this act or as may be usual in con-
nection with the transaction of the business of banking or other
financial operations in the countries, colonies, dependencies, or
possessions in which it Shill transact business.

{b) To establish and maintain for the transaction of its
business branches or agencies in foreign countries, tneir depend-
encies or colonies and in the dependencies or insular possessions
of the United States, at such places as may be approved by the
Federal Reserve Board and under such rules and regulations as it
may prescribe; and to establish and maintain such additional
branches or agencies as the Federal Reserve Bourd way from time to
time authorize even in countrics or dependencies not specified in
the original organization certificate.

(¢) With the consent of the Federil Reserve RBourd bo
Purchase and hold stock or other certificates of ownership
in any other corporation organized under the provisions of this
section, or under the laws of any foreign country or a colony
or dependency thereof, or under the laws of any State, dependency
or insular possession of the United States, not trunsicting
business in the United States, except such as in the Judguent
of the Federal Reserve Board may be incidental to its internstion-
al or foreign business; provided, however, that without the con-
sent of the Federal Reserve Board, no corporation orgsnized here-
under shall invest in any one corporation an smount in excess of
ten per centum of its own capital and surplus. The provisions of
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Section 7 of the Act approved October 15, 1914, entitled WAn Act
to Supplement Existing laws against unlawful restraints and
monopolies and for other purposes,” shall not apply to corpor-
ations or to officers, directors or employees of corporations

~erganised under this section.

(d) Corporation’s organized under authority of this section
' may be granted perrission by the Federal Reserve Board to exercise
any or all of the powers specified in Section 1l(k) of the Federal
Reserve Act in so far as the exercise of sald power may be
necessary in the conduct of the foreign or international business

engaged in by such corporationms.

No corporation organized under this section shall carry

on any part of its business in the United States except such as,
in the judgment of the Federal Reserve Board, shall be incident-
al to its international or foreign business; and provided further
that except such as is incidental and preliminary to its organiza-
» tion no such corporation shill exercise any of the powers cond

' » ferred by this section until it has teen duly authorized by the
Federal Reserve Board to commence business as a corporation orgun-
ized under the provisions of this Sectiom.

No corporation shall be organized under the provisions of
this section with a capital stock of less thun two willion dollars,
one quarter of which must be paid in before the corperatiun may be
authorized to begin business. The capital stock of uny such cor-
poration may be increased at any tine, with the approval of the
Federal Reserve Board, by a vote of two-thirds of its sharehold-
ers, or by unanimous consent in writing of the shareholderw without -
a meeting and without a formal vote;and may be reduced in like manner,
provided that, in no event, shall it be less than two willion dollars.

A majority of the shares of the ecapital stock of any such
corporation shall be held and owned by citizens of the United
States, by corporations chartered under the laws of the United
States or of a State of the United States or by firms or companies,
th? controlling interest in which is owned by the citizens of the
United States or of a State thereof. The provisions of section eight
of'the Act approved October 15, 1914, entitled "An Act to Supplement
Existing ILaws against unlawful Restraints and Monopolies, and for
other parposes,” shall not be construed to apply to the directors,
other officers, agents, or employees of corporations orginized under
the provisions of this section. :
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Shareheldsrs in any corporation organized under tkhe provisions of thie .
section shall not be licble for the contracts, debts and enga~enents of such
corporation except to tis extent or their unpaid stoclk subscriptions. Any
member bank may act as asent for any corporation erganized urder the pro-
visions of this section for the purposs of dealing with any Federal resarve
bank .nd the Federal Reserve Bourd shall estatlish and prommlgate rules and
regulations defining and zoverning transactions which corporations organized
hereunder ray have with Federal reserve banks, either directly or through
the agency of a rember bank. No suclh corperation, however, shall becone a
meriter of any Federal reserve baniz,

Should any corporation organized hizreunder fail to comply with any
of the orovisions of the laws of the United States, all of its rights,
privileges and franchises derived herefrom ruy thereby be forfeited. 3Be -
fore any such corporation shall be declured dissolved, or its rights,
privileges and franchises forfeited, any noncompliunce with, or violatien
of such laws shall, however, be dstermined and adjudged by & court of the
United States of competent jurisdiction, in a suit hrought for that pur -
pose in the district or territory in which the home office of such corpora-
tion is located, which suit shall be brought by the United States at the
instance of the Federal Reserve Board. Upen adiudication of such noncompliw
ance or vieolation, each director und officer who nparticipated jn, or assent-
ed to, the illegal act or acts, shall be lictle in his persomal gr in -
dividval capacity for all davages vwhich the said corporation shall have
sustained in consequence thereof. No dissoclution shall take avay or irpair
any remedy against the corporation, its stockholders or officers for any li-
ability or penalty previously incurred.

Lny such corporation way go into voluntary liquidation and be
closed by & vote of its shareholders owning two-thirds c¢f its stoelr.

Taenever the Federal Reserve Board shall become satisfied of the
insolvency of any such corporation, it ray appoint a receiver who shall
take possession of all of the property and assets of the corporation and
exsrcise the sawue rights, privileges, powers and authority with respect
thereto as are now exercised by receivers of national banks appointed by
the Comptroller of the Currency of the United States; proviged, however,
that the assets of the corporation subiect to the laws of other countries
;: Jgrisdictions shall be dealt with in accordance with the terrs of such

atvs .

Every corporation organized under the provisions of this section
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| shall hold a meeting of its stockholders anmually upon a date fixed

| in its by-laws, such nmeeting to be held at its home office in the United
States. Every such corporation shall keep at its home office books con-

| , taining the names of all stockholders thereof, and the names and addresses

- of the members of its board of directors, together with copies of all re-

| ports made by it to the Federal Reserve Board. Every such corporation

l shall make reports to the Federal Reserve Board at such times and in such

| form as it may require; and shall be subject to exanminations whenever

? deemed necessary by the Federal Reserve Board by examiners appointed by

the Federal Reserve Board, the cost of such examinations, including the

compensation of the ezaniners, to be fixed by the Federal Reserve Board

and to be paid by the corporation examined.

July 11, I919.

\
.
L}

igitized for FRASER
ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis





