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FEDERAL RESERVE BOARD 
WASHINGTON 

. X-3233 
•November ? , 1921. 

St)BJECT: A p p l i c a t i o n s f o r Membership by Newly Organized. 
Na t iona l Banks. 

Dear S i r : 

There i s enc losed he rewi th f o r your i n f o r m a t i o n a 
copy of a l e t t e r which t h e Board r e c e n t l y addressed t o t h e 
Compt ro l l e r of the Currency s u g g e s t i n g t h a t t h e Compt ro l l e r 
make i t a c o n d i t i o n p receden t t o p e r m i t t i n g newly organized 
n a t i o n a l banks t o open f o r b u s i n e s s t h a t they s u b s c r i b e t o 
and pay f o r t h e p r e s c r i b e d amount of s tock i n t h e Federa l Re-
se rve Bank. There i s enc losed a l s o a copy of t h e C o m p t r o l l e r ' s 
r e p l y . You w i l l observe t h a t t h e Comptrol ler has accep ted 
t h e B o a r d ' s sugges t ion and h a s agreed t o fo l low s u b s t a n t i a l l y 
t h e procedure o u t l i n e d i n the Boa rd ' s l e t t e r . This r equ i r emen t , 
however, i s i n a p p l i c a b l e t o S t a t e member banks converging i n t o 
n a t i o n a l banks, s ince they a r e a l r e a d y members of the System and 
i t i s no t nece s sa ry f o r them t o make new a p p l i c a t i o n s f o r member-
sh ip . 

You a r e r e q u e s t e d t o f onvard a l l such a p p l i c a t i o n s t o 
t h e Board as promptly as p o s s i b l e and jto a d v i s e t h e Board by 
t e l e g r a p h a s soon as t h e necessa ry payments a r e r e c e i v e d , i n 
o rde r t o avoid t h e p o s s i b i l i t y of t h i s p r a c t i c e r e s u l t i n g in any 
unnecessa ry delay i n t h e g r a n t i n g of the C o m p t r o l l e r ' s a u t h o r i t y 
f o r newly organized n a t i o n a l banks t o open f or b u s i n e s s . 

You a r e a l s o r e q u e s t e d t o comply w i t h t h e s u g g e s t i o n 
con ta ined i n t h e l a s t pa ragraph of t h e C o m p t r o l l e r ' s l e t t e r . In 
o rder t o c a r r y out t h e s e sugges t i ons , t h e Board w i l l make i t s 
approval of a l l such a p p l i c a t i o n s of newly organized n a t i o n a l 
banks c o n d i t i o n a l on t h e i s s u a n c e of t h e C o m p t r o l l e r ' s c e r t i f i c a t e 
of a u t h o r i t y t o commence b u s i n e s s . The p rocedure , t h e r e f o r e , w i l l 
be a s f o l l o w s : 
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1 . Upon r e c e i p t of an a p p l i c a t i o n of a newly organized n a t i o n a l 
bank, the Board w i l l approve i t , e f f e c t i v e i f and when the 
Comptroller i s s u e s h i s c e r t i f i c a t e of a u t h o r i t y t o commence 
b u s i n e s s . 

2„ Thereupon t h e n a t i o n a l bank w i l l make the necessary cash pay-
ment t o t h e Federal Reserve Bank and t h e Federal Reserve Bank 
w i l l i s s u e a r e c e i p t t h e r e f o r , p l a c i n g t h e amount i n a suspense 
account and wi r ing t h e Board t h a t such payment has been r e -
ce ived . 

3. When a l l o the r requirements have been complied w i th the Comptrol-
l e r w i l l i s s u e h i s c e r t i f i c a t e of a u t h o r i t y t o commence bus iness . 

4. Thereupon t h e Federal Reserve Bank w i l l i s s u e a s tock c e r t i f i c a t e 
t o the n a t i o n a l bank. The c a p i t a l s tock of the Federal Reserve 
Bank should be considered i ssued a s of t h e d a t e upon which t h e 
Comptrol ler i s s u e s h i s c e r t i f i c a t e of a u t h o r i t y t o commence 
bus iness , and t h e q u a r t e r l y c e r t i f i c a t e s made by Federa l Reserve 
Banks t o t h e Comptroller on FRB Form 58 requ i red by Sec t ion 5 of 
the Federal Reserve Act and paragraph 5 of P a r t I of Regula t ion 
I , S e r i e s of 1920, should not show a s i n c r e a s e s of the c a p i t a l 
s tock of Federal Reserve Banks payments made by newly organized 
n a t i o n a l banks t o which c e r t i f i c a t e s of a u t h o r i t y t o commence 
bus ines s have not ye t been i s sued . 

Very t r u l y yours , 

(Enc losures ) G 0 v e r n 0 r . 

TO ALL GOVERNORS AND FEDERAL RESERVE AGENTS. 
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C O P Y 

TREASURY DEPARTMENT 

Washington 

November 2, 1921. 
X-3236a 

O f f i c e of 
Comptroller of the Currency 

Hon. W. P. G. Harding, 
Governor, Federal Reserve Board, 

Washington, D. C, 

My dear Governor: 

In compliance w i t h r eques t conta ined i n your l e t t e r of October 
26, I wish t o adv ise you t h a t on October 29 a l e t t e r , (copy of which 
i s a t t a c h e d ) was sen t to t h e o r g a n i z e r s i n a l l cases where an a p p l i c a -
t i o n has been approved t o organize a n a t i o n a l bank, and t o t h e r e p r e -
s e n t a t i v e s of s t a t e banks i n a l l cases where ti ie a p p l i c a t i o n has been 
approved t o convert a s t a t e bank i n t o a na t i ona l bank, adv i s i ng t h a t 
i t would be necessary f o r them t o subscr ibe and pay f o r t h e i r stock 
i n t h e Federal Reserve Bank of t h e i r d i s t r i c t be fo re the Comptroller 
would i s s u e h i s c e r t i f i c a t e a u t h o r i z i n g t h e commencement of bus ines s 
as a n a t i o n a l bank. 

I t i s reques ted t h a t the Federal Reserve Banks be d i r e c t e d t o 
ac t very promptly i n t h e s e m a t t e r s so a s not t o delay t h e i s suance 
of c e r t i f i c a t e a f t e r a l l o the r cond i t i ons have been complied w i t h . 

The Federal Reserve Banks should be d i r e c t e d from your o f f i c e 
t o car ry t h e amount pa id i n on account of t h i s c a p i t a l s tock i n a 
suspense account and not in the c a p i t a l s tock account u n t i l such time 
a s c e r t i f i c a t e i s i s sued by t h e Comptroller a u t h o r i z i n g t h e commence-
ment of bus ine s s as a n a t i o n a l bank. The c e r t i f i c a t e covering payment 
of c a p i t a l s tock which the Federal Reserve Bank i s r e q u i r e d t o make 
t o the Comptrol ler of the Currency under p r o v i s i o n s of Sec t ion p of 
t h e Federal Reserve Act, should not be executed u n t i l a f t e r advice of 
t h e i s suance of the Compt ro l l e r ' s c e r t i f i c a t e a u t h o r i z i n g t n e com-
mencement of bus iness has been rece ived , i t b e i n g p o s s i b l e t h a t t h e 
Comptrol ler might see f i t t o deny the a s s o c i a t i o n t h e r i g h t to 
commence bus ines s owing t o a change i n cond i t i ons . 

Very t r u l y yours , 

(Signed) D. R . C r i s s i n g e r , J r . 

I n c l . Comptrol ler 
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On the a p p l i c a t i o n signed by you and o t h e r s to organ-
i z e The Nat ional Bank was approved and a l l pape r s were 
f u r n i s h e d , t oge the r wi th f u l l i n s t r u c t i o n s a s t o t h e i r execut ion . 

You a re now advised t h a t be fo re t h e Comptroller w i l l i s s u e h i s 
c e r t i f i c a t e a u t h o r i z i n g the commencement of bus ine s s a s a n a t i o n a l bank, 
i t w i l l be necessary f o r you t o subscr ibe t o . c a p i t a l s tock i n the 
Federal Reserve Bank of . i n an amount a t l e a s t 
equal t o 6 pe r cent of t h e amount of t h e c a p i t a l and s u r p l u s of your4 

bank, which w i l l be paid i n a t the time you open f o r b u s i n e s s . I t 
w i l l a l s o be necessary f o r you t o pay t o . s a i d Federal Reserve Bank an 
amount equal t o one-half of your s u b s c r i p t i o n . 

In order t o avoid t h e n e c e s s i t y of making a p p l i c a t i o n s f o r a d d i -
t i o n a l s tock i n the Federal Reserve Bank, a s a d d i t i o n a l i n s t a l l m e n t s 
of your c a p i t a l s tock a r e pa id i n , you may, i f you d e s i r e , apply t o 
the Federal Reserve Bank f o r stock i n an amount equal t o 6 pe r cent 
of your au tho r i zed c a p i t a l s tock p l u s . 6 per cent of. t h e amount of s u r -
p l u s , i f any, which the subsc r i be r s t o your cap i t a l , s tock have agreed 
t o pay in* 

You w i l l f i n d inc losed t h r e e blank a p p l i c a t i o n s f o r s tock i n the 
Federal Reserve Bank of , • A meeting of t h e d i r e c t o r s 
should be c a l l e d and a r e s o l u t i o n adopted a s provided i n t h i s form 
a u t h o r i z i n g the P re s iden t or Vice-Pres iden t and Cashier t o apply f o r 
such stock* This a p p l i c a t i o n should be executed i n t r i p l i c a t e , one 
copy to be r e t a i n e d fo r your f i l e s and two copies t o b e forwarded t o 
t h e Federal Reserve Bank f o r t r ansmiss ion t o t h e Federal Reserve 
Board* when t h i s a p p l i c a t i o n has been approved by t h e Federal Reserve 
Board, you w i l l be n o t i f i e d , whereupon you should immediately remit 
one-half of t h e amount of your s u b s c r i p t i o n in cash t o the Federal 
Reserve Bank i n p a r t payment f o r your s tock . 
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October 26, 1921. 
X-3238C 

Hon. D. R. C r i s s i n g e r , 
Comptrol ler of the Currency, 
Washington, B.C. 

My dear Mr. Comptrol ler : 

On or about Ju ly 14, 1920, the o f f i c e of the Comptroller 
of the Currency, upon t h e suggest ion of t h e Federal Reserve Board, 
agreed in fo rmal ly to make i t a condi t ion precedent t o p e r m i t t i n g , 
a n a t i o n a l bank to open f o r bus iness t h a t i t subscr ibe f o r and pay 
i n t h e amount of s tock i n t h e Federal r e se rve bank p r e s c r i b e d by l a * . 
I t r e c e n t l y has come t o the a t t e n t i o n of the Federal Reserve Board, 
however, t h a t such p r a c t i c e was never put i n t o e f f e c t i n t h e 
Compt ro l l e r ' s o f f i c e and the Beard d e s i r e s t o renew t h e sugges t ion . 

The n e c e s s i t y f o r such a requirement was i l l u s t r a t e d by 
the case of t h e Pulcher National Bank of Pulcher , Oklahoma, which 
opened f o r bus iness on March 5, l$-?0, but which, a l though repea ted ly 
reques ted t o do so, did not make a p p l i c a t i o n f o r s tock in the Federal 
Reserve Bank of Kansas City u n t i l about July 1, 1$20, and f i n a l l y 
f a i l e d , on or about Ju ly 14, 1920, wi thout ever ma in ta in ing any r e -
se rves wi th the Federal r e se rve bank. In o the r words, i t r ece ived 
d e p o s i t s dur ing t h e whole of i t s b r i e f ex i s t ence , wi thou t ever 
mainta in ing any l e g e l r e s e rve s whatsoever . I t i s c l e a r t h a t the 
recur rence of such an i n c i d e n t should be prevented i f p o s s i b l e . 

Sec t ion 2 of the Federal Reserve Act express ly r e q u i r e s 
a l l n a t i o n a l banks organized a t the t ime t h e Act was approved t o 
j o i n the Federal Reserve Systea, but i t i s s i l e n t as t o n a t i o n a l banks 
organized s ince the passage of the Act. There can be no ques t ion , 
however, t h a t t h e law contemplates t h a t such banks must become member 
banks upon t h e i r o r g a n i z a t i o n . This i s implied not only by t h e 
p r o v i s i o n s i n Sec t ion 2 wi th regard t o e x i s t i n g n a t i o n a l banks but 
a l s o by t h e p r o v i s i o n i n Sect ion 19 t o t h e e f f e c t t h a t n a t i o n a l banks 
l oca t ed in Alaska and i n t h e i n s u l a r possess ions of t h e United S t a t e s 
may remain nonmember banks. I t would seem, t h e r e f o r e , t h a t every 
n a t i o n a l bank organized subsequent to t h e o r g a n i z a t i o n of t h e Federal 
Reserve System and l o c a t e d i n the con t inen t a l United S t a t e s should be 
a member of the Federal Reserve System when i t opens i t s doors f o r 
bus ine s s . 

Sec t ion 5169 of the Revised S t a t u t e s p rov ides t h a t -

" I f , upon a c a r e f u l examination of the f a c t s so repor ted , 
and of any o t h e r f a c t s which may come t o t h e knowledge of t h e 
Comptrol ler , whether by means of a s p e c i a l commission appointed 
by him f o r the purpose of i n q u i r i n g i n t o t h e c o n d i t i o n of such 
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a s s o c i a t i o n , or o therwise , i t appears t h a t such a s s o c i a t i o n 
i s l a w f u l l y e n t i t l e d to commence the bus iness of banking, t h e 
Comptrol ler s h a l l give t o such a s s o c i a t i o n a c e r t i f i c a t e , 
under h i s hand and o f f i c i a l s ea l , t h a t such a s s o c i a t i o n has 
complied wi th a l l t he p r o v i s i o n s r equ i red t o be complied 
wi th be fo r e commencing the bus ines s of banking, and t h a t such 
a s s o c i a t i o n i s au thor ized t c commence such b u s i n e s s . But t h e 
Comptroller may withhold from an a s s o c i a t i o n , h i s c e r t i f i c a t e 
a u t h o r i z i n g the commencement of bus iness , whenever he has 
reason t o suppose t h a t t h e shareho lders have formed t h e same 
fot any o ther than the l e g i t i m a t e o b j e c t s contemplated by 
t h i s t i t l e . " 

Inasmuch a s t h e Federal Reserve Act c l e a r l y contemplates 
t h a t every n a t i o n a l bank in t h e con t inen ta l United S t a t e s s h a l l be a 
member of the Federal Reserve System, i t would seem t h a t the Comptroller 
of t h e Currency has a u t h o r i t y under t h a t Sec t ion t o withhold h i s c e r -
t i f i c a t e of a u t h o r i t y t o commence bus iness u n t i l each newly organized 
n a t i o n a l bank has subscr ibed t o and pa id f o r the c a p i t a l s tock of t h e 
Federal Reserve Bank of t h e d i s t r i c t i n which i t i s l o c a t e d . 

I t i s suggested, t h e r e f o r e , t h a t tne Comptroller of the 
Currency r e q u i r e each newly organized n a t i o n a l bank l o c a t e d i n t h e 
con t inen t a l United S t a t e s t o subsc r ibe f o r and pay i n t h e p r e s c r i b e d 
amount of s tock in the Federal r e se rve bank of i t s d i s t r i c t b e f o r e he 
i s s u e s a c e r t i f i c a t e of a u t h o r i t y f o r i t t o commence b u s i n e s s . In 
order t o a t t a i n t h i s r e s u l t the fo l lowing procedure i s sugges ted : 

(1) That t h e Compt ro l l e r ' s o f f i c e forward, wi th the usua l 
blank forms f o r use i n connection wi th t h e o r g a n i z a t i o n of a n a t i o n a l 
bank, t h r e e copies of FederaJ. Reserve Board Form No. 3C> which i s t h e 
Boa rd ' s form of a p p l i c a t i o n f o r s tock i n a Federal r e se rve bank. 

(2) That the o r g a n i z e r s of the new n a t i o n a l bank be i n s t r u c t e d 
t o have such a p p l i c a t i o n executed i n t r i p l i c a t e a t t h e same meeting a t 
which the o r g a n i z a t i o n c e r t i f i c a t e i s executed, r e t a i n i n g one copy f o r 
t h e f i l e s of t h e bank and forwarding t h e o the r two copies t o t h e Federal 
r e s e r v e bank of t h e d i s t r i c t i n which t h e new n a t i o n a l bank w i l l be 
l o c a t e d . 

(3) That t h e Federal r e s e r v e bank a t t a c h i t s recommendation and 
forward such a p p l i c a t i o n promptly t o t h e Federal Reserve Board. 

(4) That the Board approve t h e a p p l i c a t i o n promptly and 
n o t i f y the Federal r e se rve bank and the Comptroller of t h e Currency. 

(5) That a t or b e f o r e t h e t ime when t h e new n a t i o n a l bank 
executes i t s c e r t i f i c a t e of payment of c a p i t a l s tock and of compliance 
wi th l e g a l requi rements i t should remit t h e amount of i t s . s u b s c r i p t i o n 
t o t h e Federal r e s e r v e bank. 
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(6) That t h e Federal r e s e r v e bank n o t i f y t h e Federal Reserve 
Board promptly of t h e r e c e i p t of such remi t tance and t h e Federal Reserve 
Board immediately n o t i f y t h e Comptrol ler . 

(? ) That t h e Comptroller withhold h i s c e r t i f i c a t e of a u t h o r i t y 
t o commence bus iness u n t i l he has been n o t i f i e d by the Federal Reserve 
Board t h a t the n a t i o n a l bank has subscr ibed t o and pa id f o r s tock i n 
the Federal r e s e r v e bank. 

Inasmuch a s the co rpo ra t e ex i s t ence of a n a t i o n a l bank 
begins as soon a s the a r t i c l e s of i n c o r p o r a t i o n and o r g a n i z a t i o n 
c e r t i f i c a t e have been executed, and i t , thereupon, has power t o 
t r a n s a c t such b u s i n e s s a s i s " i n c i d e n t a l and n e c e s s a r i l y p re l imina ry 
to i t s o r g a n i z a t i o n , " (Sec. 513^, A. S . ) and inasmuch &s every n a t i o n a l 
bank ought to be a member of t h e Federal Reserve System a t t h e t ime i t 
opens f o r bus iness , i t seems c l e a r t h a t i t has a u t h o r i t y t o subscr ibe 
and pay f o r s tock i n t h e Federal r e se rve bank a s soon as i t s o rgan i -
z a t i o n c e r t i f i c a t e i s executed. 

With r e f e r e n c e t o t h e amount of c a p i t a l s tock i n the 
Federal r e se rve bank which a newly organized n a t i o n a l bank should 
apply f o r , i t would seem t h a t , inasmuch a s t h e Federal Reserve Act 
r e q u i r e s banks apply ing f o r membership t o subsc r ibe t o t h e c a p i t a l 
s tock of the Federal rese rve bank " i n a sum'equal t o s i x p e r centum 
of t h e paid-up c a p i t a l stock and su rp lus of such bank", i t should 
subscr ibe f o r an amount equal to s i x p e r centum of t h e amount of 
c a p i t a l stock and su rp lus , -which i t i s contemplated w i l l be pa id i n 
a t t he t ime i t opens f o r b u s i n e s s . -Applications f o r a d d i t i o n a l s tock 
can then be made a s a d d i t i o n a l c a p i t a l i s pa id i n and a s the su rp lus 
i s i n c r e a s e d . For the convenience of the s u b s c r i b i n g baxiks and i n 
order t o avoid a m u l t i p l i c i t y of a p p l i c a t i o n s , t h e Federal Reserve 
Board has accepted, and w i l l cont inue to a c c e p t , a p p l i c a t i o n s by 
newly organized n a t i o n a l banks f o r an amount of. Federal r e s e r v e bank 
s tock equal t o s i x pe r centum of t h e f u l l amount of t h e c a p i t a l and 
s u r p l u s which t h e subsc r ib ing bank" w i l l have a f t e r a l l of i t s c a p i t a l 
s tock has been pa id i n a t t he s u b s c r i p t i o n p r i c e . 

Very t r u l y yours , 

W. P. G. Harding, 

WW:B G o v e r n o r . 
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