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REGULATION H X-Lo11
Series of 1924
(Superseding Regulation H of 192%.)

{

MEMBERSHIP OF STATE BANKS AND TRUST COMPANIES.

Tyt s s o o o

 SECTION I. BANCS ELIGIPIE FOR MEVERSHIP.
1, Incdrpo:ation. - In ordér to be eligible f‘or membershipv ina
'Feder‘a.,l Reserve Bank, a State bank or trust company must have been in-
corporated under a special or general 19&7 of the State or district in
which it is located ‘ A
2, Capital stock. - Under the térms of section 9 of the Federal |
Reserve Act as a&aended, no applying bank ccm‘bé admitted to membership i~
in a Féderal Reserve Bank unless - |
| (_a_) It-,possesseé a paid-up, unimpaired capital sufficient to en-
title it to become a mtioﬁé.l banking association in the place where it
is situatéd,r under the provisions of the Natienal Bank Act, or
| ‘(b) It possesses a pé.id-up, unimpaired capital of at least 60 per
cent of such amount, and, under penalty of loas of membership, complies
with the rules and regulations herem prescribed by the Federal Reserve ‘
Board fixing the time within which and the method by which the unimpaired
capital of such bank shall be increased out of net income to equal the
capital required under ”(3_2. |
In order to Jbecome a member of the Federal Reserve Systexﬁ, there-
fore, any State bank or triust company must have a miﬁirmm paid-up capit'al

stock at the time it becomes a member, as follows:
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: , ' o Minimum ecapi- [Minimum capi-
If located in a city or town with a population of-|tal if admitted{tal if admitted

Not exceeding 3,000 inhabitants ...... S $25,000 ' $15,000

Exceeding 3,000 but not exceeding 6,000 inhabitants. §0,000 / 30,000
Exceeding 6,000 but not exceeding 50 000 inhabitants 100, 000 60,000

‘ Exceeding 50 000 inhabitants ....................... . 200,000 120,000

Any bank_admltted to membership under clause (;Q mustkalso, as a con-
dition of membership, the violation of mich will subjeet it to expulsion
| from'the Federal Reserve System, increase its paid-up and unimpaired capital
within five,kyears after the apprbval of its app11catzon by the Federal Re~
serve Board to the amount required under {a),~ For the purpose of prov1d1ng
for sueh increase, ‘every such bank shall set aside each year in a fund exe
crusively‘app}ica&ie to such capitel increase not less than 50 pér cent of
its net ea;nings for théﬂpreceding year prior-to the payment of dividends,
and if such net earnings exceed 12 per cent.of the paid-up capital of’su#h
| bank, then all net earnings in excess of 6 per cent of the paid-up capital
shall be carried to such fund, until such fund is large enough to provide
for the necessary increase in capital. Whenever such fund shall be large
- enough to provide fér the nec¢essary increase 15 capitél, or at such other
time as the Federal Reserve Board may require, such fund or as much thereof
as may be necessary shall be converted into caﬁitél by a stock dividend or

used in any other menner permitted by State law to 1ncrease the capital of

such bank to ths amount required under (a): Provided, however, That such
bank may be excused in whole or in'part from compliance with the terms of
this praragraph if it increases its capital through the sale of additional

"stock: ABgovided, further, Thgt nothing herein contained shall be construed
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as requiring any such bank to violate arw provision of State 1aw, and in
any case in which the requirements of this paragraph are mconsistent with
the raquirements of State law the requirements of this paragraph may be
waived and the sub,ject covered by a special condition of membership to te

prescribed by the Fedeml Reserve Board.

© SECTION II. APPLICATION FOR MEMBERSHIP.
Any eligible State bank or trust company moy make appl‘ica.tion‘ on
F. R. B. Form 832 made a part of this regulation, to the Federal Reserve
Board for an amount of capital stock in the Federal Reserve Bank of its
district equal to 6 per cent of the paid-up capital stock and surplus of
such State bank or trust company. This application mst be forwarded
‘direct to the Federal Reserv'e Agent of the district in which the apply-
ing bank or trust company is located and must be aécompahied by Exhibits

I, 1I, and III, referred to on page 1 of the application blank,

SECTION ITI. APPROVAL OF APPLICATION,

In passing upén en application the Federal Reserve Board will con-
sider especially = |

1. The financial condition of the applying bank or trust company and
the general character of its mamagement;

2. Thether the corporate powers exercised by the applying bank or
trust company are consistent with the purposes of the Federal'Reserve Act;
and

3. Whether the laws of the State or distriet in which the applying
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bank or trust dompany is located contain proviéions likely to prevent
proper compliance with the provisions 6f the Federal Reserve Act and the.
regulations of the Federal Reserve Board mede in conformity therewith.

If, in f.he judgment of the Federal Reserve Board, an spplying baﬁk ‘
orkttust compény conforms to all the requirements of the Federal Reserve
Act' and these regulations, and ‘is otherwise qualified for membership, the
Board will issue a eertificcte of approval subject to such conditions as
it may deem necessary. Then the conditions imposed by the Board have
béén accepted by the aprlying bank or trust -compary the Board will issue
& certificate of approval, whereﬁpon the apﬁlying bank or trust company
shall make & payment to the Federal Reserve Bonk of its distriot of‘ one-
half of the amount .'of‘it'.s subscription, i. e., 3 per cent of the amount
of 3ts paid-up capital and vsurplug; and uponfm T reéeipt. of this payment

- the appropriate certificate of stoek will be i.s‘siued‘ by the Federal Reserve
Bank., The remaining half of its subseription shall be subject to call

when deemed neeessary by‘ the Federal Reserve Board,

SECTION IV, CONDITIONS OF MEMBERSHIP.
ﬁzrsuant to the‘autho‘rity cdntained in the first paragraph of Sect.ion‘g
of the Federal Reserve Act, which provides that the Federal Reserve Board my
‘permit applying banks to become wembers ¢f the Federal Reserve System"gubject

to such conditions as it may prescribe®, the Federal Reserve Board will pre-

scribe the following conditions of membership for each bank or trust cbmparw
hereafter applying for admiseion to the Federal Reserve System, in addition |

to such other conditions as the Board may consider necessary or advisadble in |
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.the particular case -

1. Except with the permlsszon of the Federal Reserve Board, such bank or
trust company shall not cause or permit any change to be made in the general
character of ita assets/or in the scope of the functions exercised by it at
‘ t?e time of admission to mambership, such as will tend to affect materially the
;tandard maintained at the time of its admission to ‘the Federal Reserve System
and required as & condition of membership.

2, Such bank or trust compeny shall at all times conduct its business
and exercise its powers with due regard to the safety of its customers.

‘3. Such bank or trust conpany shall not reduce its capital stoek except
 with the permission of tha Federal Reserve Board. |

4, Such bank or trust company shall not, except after applying for and
receiving the permission'of the Federal Reserve Board, éstablish any branch.
agency or additional office.‘ |

5. Such bank or trust company shall not, except after applying for and
. receiving the permission of the Federal Reserve Board, consolidate with or ab-
‘sorb any other bank or branéh bank; nor directly or indirectly, through |
affiligted corpo:ations.orfoeherwise,'acquire an interest in another bank in
‘Aexcess of 20 per cent of thé capital stock of such other bank; nor directly
or indirectly promote the establishment of any new bank for the purpose of
acquiring such an interest in it; nor make any arrangement to acquire such an
' .A intere#t . ’ A

6. Such bank or trust company shall reduce to, and maintain within, the
limits prescribed by the laws of the State in which it is located, any loan
“ whlch may be in excess of such limits. |

7. Such bank or trust company shal;_ra&uce to an amount equal to 10 per

cent of its capital and surplus all balances in excess éhereof‘ if‘any; which
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\} ! are carrzed with banks or trust companies which are not members oi the !’odstal
- 'Beserve Systam, end shall at all times maintain sucl:x balances within such
 limits, .
oe ‘Such bank or trust company may acc’ept dra.fts and bills of exchange
drawn upan it of any character permitted by the laws of the State of its in-
corporaucn, but the aggregate W of all acc..eptames outstanding at any
: . ong time sb.all not exceed tna lim&tatims imposed by Section 13 of the
e _( I-‘ederal Reserve Act, that is, the aggregate amount of acceptances outstanding -
at any one time which are dramn for the purpose of furnishing dollar. exchange L
© in count.ries\ specitied by the Fmral Rmrva Board shall not exceed 50 per
?’r‘*k-“m‘ of 4ts capital &nd surplus, and the aggregate amonnt of all other ac-
ﬂ;:;»captamas, Whothax' domestic. or foreisn, wutmdfmg at any one time shall not
. exceed 50 per cent‘ of its cap_ual and m;nag except that the’ Federal Re-
serve»BM.‘ ‘updn 'thefaﬂpliaat'ion' of ‘smhﬁbwk cr trust company, may increase
this limit from 56 per cent to 100 per aent of us aapital and surpma*
w However, that in no event shall the aggregate amount of amsm
'}a.cctptamss o‘ntstandmg at any one tima mesd 50 per cent of the capim and
| .surplus of such bank or trust canpamr. '
9. *me Board of direotcrs of aaid bank or tmst eoapany aha.ll aﬁopt a
resolution authorining the interchanse of reports and infarmtion between ﬁw ’
' vB'ederal nesarve Bank of the district in whzch such ‘bank or trust company is
‘located and the banking authorities ot‘ ‘the Staea in which smh bank is located.
| Each bank or trust cowgay applying for membership hereafter will be ro-
| quired to agree to the above eonditions and any otner conditions which the '
Board way praanribe, prior to the admtasion of such bank or trust conpan;y to

\ the Federal Reserve System.
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. SEOTION ;'v. CHAGES IN ASSETS OR BEOADENING OF FUNCTIONS.

‘ Each bank or trust company hereafter admitted to the Federal Reserve
System and each bank or trust con'pany which has heretofore been admitted sub-
ject to Condition No. 1 of rSact':;Lmix IV or subjec¢t to any similar conditim,
- shéll‘ beforé opening any new c'lepé&'tment ‘consolidating or rrerging with any
otner bank, purcha.sing the assets of any other bank or trust company.

- esta‘ohsmng a.n,y oranch, agency op additional ofﬁca, taking any other
steps whica may r.esult in a change in the general character of its assets
“.j:"r',_or broadening in the functions e;ércised by it, notify the Pederal Reserve
,Bd;srd of 1ts intentin to take such action in order that the Pederal Re-

i serve Board may make an examination or take such other steps as 1t may
consider necessary to ascertain whether such action will tand to a.ffect
'mater:.ally the standard mintainad by such bank at the time of its admission

~ and required as a condition of memberships
SECTION VI. PRINCIPLES GOVERVING ESTABLISHVENT OF mms

In paaaing upon applicationa by State banks and trust companies for per-
mission to establish branohes, agencies or addittonal offices, under Condition
No. U of Saction 1V, or under any similar condition which may have been preams .
soribed by the ?edaral Researve Board and agreed to by any bank or trust company
here,Ofore admitted to the ‘Federal Baserve Sybtam, the Federal Beseme Board
will observe the following principles - '

1. The Federal Reserve Board will as a general princapla restrict the

)

establishment of branches, agencies or add.itional offices by -such banke ‘or "
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trust compénies» tp the city of loca'gion of ihe parent bank and the
territorial area within‘:-,the ska’tef contiguous thereto, as said territory
ﬁas’been defiﬁed in the BOgrd's reéolution észovember T 192§})eicepting
in ir_xstanges where the State banking a.uthprities have certified and the
~ Board finds that public necéssity and advantage rendera’a'departure‘from
the ’principle heces“sgaéry or desirable. | ‘
2. The Federal Reserve Board will jnot consider an application by such
. bank or, trust company for a permit to establish a branch, agency, or additionml
 office, unless the authorities of the State in which such bank is located reg-
ularly meke s;mnltaneous exam:nations of the head office and &ll branches,
agéncives' or additional offices of such bank, nor unless the examin\atio‘ns' made
 1 by the State authorjties’are, ;n the judgmeni‘of the Federal Reserve Board,
'1:of such characier‘in evéry respect as to furnish the Federal Reserve Board'
_ with sufficient informetion as to the condition of such bank and the character
of 1ts management to enable it fully to protect the interests of the public.
3. The Federal Reserve Board will requlreaeach bank or trust company
which establishss or maint ins branches ‘agencies or additional offices to
meintain for itself and such branches, agencies or additional of fices an.ad—
equate ratio of caﬁital to totallliabilifies and an adequate percentage of'its
t&tal investments in the form of paper or securities eligible for discount

or purchase by Faderal reserve banks,

Y

1. The term "contiguous territory" is defined in the Board's resolution of
November 7, 1923, to mean: "The territcry of & city or town whose corporate
limits at some point coincide with the corporate limits of the city or town
-in which the parent bank is located.

+
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4. The Fedé'ralv Reserve Joaxd will not'bons:ider\any ap.lication to estab-
1ish a branéh, agency or additicnal office until the establishment of such
" branch, agency or additional office has been approved by the Danking authori-
ties éf tine State in wh’ich‘ such baik or trust.company is located and such
fautaorities‘have_c_:ertified. that, (1) the applyin. oank or trust company is
solvent and is not in a dane,eroua or extended conditicn and (2) the character
of its mma.g,emen* is such as to ,J‘D.atify tae establishmant of such branch,
-~ agency or adiltional‘ office; nor mtil tae Directors or Executive Committes
'('and the Federal Reserve Agent of the Federal Reserve Bank of the District in
-which such bank or trust.conpanyis located have submitted & report on these
: facts and & recommendation as to whether or not the application should be
granted.

5« Before permitting such bank: or trust company to establish any bra.nch

. agency, or additional offzce. thne Fadaral Reserve Board will require the

~ Federal Rsserve Agent of the district in which such bank is located to make

an investigation and report whether in his opinidn the establishment of such

| branch :;mcy, or additional ofﬁ.ce would be in the interest of the public :
in the locality in which it is to be established and whether it would en-
danger the existence of existing local unit banks.

6. When permission is yranted for the establishment of such branch,
~agency or adiitional officé same shall be establi'sﬁed and opeped for busi-
ness within six mbnihs after such perrnissioz; is granted., If such branch,

. agency, or adiditional ‘office is not established within such time tae permit

~ shall become void, unless the time is extended by thg Board for good cause.
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7. The Federal Reserve Board reserves the right to cancel any
permxt which it has granted to establish any branch, agency or addi’cional
of fice whenever in its judgmen'c the banls operating such branch agency or
additional office has engaged in unfair competition or other unfair
_practices to the det.riment of other banks or of the publi;, or has failed
adéﬁuately to s;We thér public interest in the comninity in which it |

is located.

' SECTION VII. POVERS AND BESTRICTIOﬁS

Every State bank or tmst company whxle a member of the Federal Re-
| serve System -

1. Shall retain its full charter and statutory rights as a State bank
or trust company, .sub,ject to the provisions of the Federal Reserve Let, to
"the regulét‘.iona of the Fedeﬁl Reserve Board, “and the conditions prescribed
by thé Federe.ll ﬁeserve Board and agreed to by such State bank or trust coin-
pany pridr to its admission". | | '

' 2 Shall maintain such improvements and changes in its banking practice
as may have been spacifically'~rgquired of it by the Federal Reserve Board as &
condition of its admission and shell not lower the standard of banking then
Tequired of it; / |
‘ 3. Shall enjoy &ll the ptivileges and observe all those requirements cf
- the Federal.Reserﬁe Act and of the regulations of the Federal Reserve Board
_made in conformity therewith which are applicable to Stazte banks and trust
companies which have become member banks; a.nd

4, Sha"Il comply at all times with any and all cond it'ions of membership
prescrlbed by the Federal Reserve Board a.t the time of the admission of such

member bank to the Federal Regerve System.
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SECTION VIII. EXAMINATIONS AND REPORTS.

Every Sta.te bank or trust company, while a member of the Federal Reserve
System, shall be swzbject to examinations made by direction of the Federal Re-
serve Board or of the Federal Raserve Bgrxk by examiners selected or «approved,
by the Federal Reserve Board. |

In order to avoid duplication, ~exéminations‘of State banks and trust come.

pames made by State authorities will be accepted in lieu of examinations by
exa.miners selected or approvcd by the Board wherever these are satisfactory to
the directors of the Federal Reserve Bank. and examinera from the staff of the
Board or of the Fsdora.l ‘Reserve :Banks will, v&zenever desirable, be designated

by t.ha Board to act with the examination staff of the State in order that uni-

: formity in the standaxd of examination may be assured.

‘, Every State bank or trust company, while a member 1o£ the Federal Reserve

‘ .ysyatem, shall be required to make in each year not less than three reports of

' condition oft F. R, B Form 105 Such reports sha.ll be made to the Federal Re~-
serve Jank of its district on call of such bank, on dates to be fixed by the
Federal Reserve Zoard. They shall alao make semiannual reports of earnings
and dividends on F. R. B. I‘orm 107. As.dividends may be gleclared from time to!
time, each State bank or t.rust company memwber shall also fﬁmish to the Fed- |
eral Reserve Pank of its district a speéia,l niotificativon of dividend declared |

~on F. R. I. Form 107a. F. R. T, Forms 105, 107, and 107a are made a part of

' this rg'g'ulation. . | '
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