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SUBJECT: Digest of State Laws Relating to the Owner-
ship of Bank Stocks "by Holding Corporations# 

Bear Si r ; 

There i s attached hereto for your informa-

tion, copy of a digest of State lams rela t ing to the 

ownership of bank stocks by holding corporations 

which has been prepared by the Board's Counsel with 

the assistance of Counsel for the various Federal re-

serve banks. 

Very truly yours, 

3. IvI. IlcClelland, 
Assistant Secretary. 

TO ALL GOVERNORS A2TD CHAIRMEN. 
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COPY X-6392 

STATE LAWS BE OWNERSHIP OP BANK STOCK BY HOLDING- CORPORATIONS. 

There i s published "below an analysis of State laws 
a f fec t ing the ownership of the stock of "banks and trust comp-
anies "by holding corporations, which has been prepared "by the 
Office of the Board's General Counsel, with the assistance of 
Counsel for the various Federal reserve "banks. 

The States not mentioned in this Digest apparently 
have no leg is la t ion af fec t ing this subject diretitiy or in-
d i rec t ly . 

ARIZONA. 

Section 20, Chapter 31 of the 19S2 Session Laws of 
Arizona} provides that;& "bank, loan or t rus t company or 
association" may purchase 6thd hold stock of 11 Amy other bank* 
loan of t rus t company or association or other corporation" 
i f siidh purchase is authorized by the executive committee or 
approved by the board of directors, and if bank stock i s pur-
chased the approval of the superintendent of banks must also 
be obtained. 

ILLINOIS. 

The General Corporation Law provides that corpora-
tions organized thereunder may "own, purchase or otherwise 
acquire * * * stocks * * * of any corporation, domestic or 
foreign." The s ta tu te contains some res t r ic t ions , such as 
forbidding the holding of stock in a building corporation, 
but there i s no express prohibition in the s ta tute upon the 
r ight of a corporation to own stock in a bank, although there 
may be an implication to that e f f ec t . (See case of Central 
Life Securit ies Company v. Smith. 236 Fed. 170.) Likewise 
Section 6 Of the I l l i no i s Banking Act, which refers to stock-
holders of banks, by the use of the pronouns "he" or "she" 
may create the implication that i t was intended that the 
stockholders in banks should be natural and not a r t i f i c i a l 
persons. 

IOWA. 

Section 7940 of the 1927 Iowa Code, which author-
izes corporations to hold stock in Railway Corporations, and 
Section 8434 of the 1927 Iowa Code, which recognizes the 
r ight of holding corporations to own stock in a public u t i l i t y , 
are the only sections of the Iowa Laws re la t ing to the owner-
ship by corporations of stock in other corporations. Section 
9 of Art icle VIII o£ the Iowa Constitution f ixes the l i a b i l i t y 
of stockholders of banks and refers to such stockholders by 
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(Iowa continued.) -2 -

using the pronouns "he" or "she", implying that stockholders 
in hanks mast he natural and not a r t i f i c i a l persons* In view 
of these provisions i t i s doubtful whether holding corpora-
tions in this State may hold or purchase stock in "banking 
corporations. 

KENTUCKY. 

There i s no law in th i s State l imiting the power of 
corporations to hold tank stock unless i t he Section 567 of 
Carrol l ' s Kentucky Statutes, which reads as follows: 

"Nor shall any corporation direct ly 
or indirectly, engage in or carry on in 
any way the "business of "banking, or in-
surance of any kind., unless i t has become 
organized under the laws re la t ing to "bank-
ing and. insurance * * * « , . 

A double l i a b i l i t y i s imposed upon stockholders of 
banks for a l l contracts and l i a b i l i t i e s of such banks by Sec-
tion 595 of Carrol l ' s Kentucky Statutes . 

LOUISIANA. 

There are no laws in this State dealing specif ical ly with 
th i s subject . Although, subdivision I I (e) of Section 12., (P. 
417), Act. Ho. 250 of the 1928 Acts of the Louisiana Regular 
Session, permits corporations "to acquire * * * and to hold, 
* * * shares * * * of any other corporation, domestic or fo r -
eign, * * * " i t . i s doubtful Whether th is subdivision i s an 
authorization to holding corporations to acquire or hold shares 
of banking ins t i tu t ions in view of certain other subdivisions 
of Section 12, namely, I and I I , and Sections 1 (P. 409) and 2 
(P. 411) of the aforesaid 1928 Acts and Sections 1 (P. 1196). 
and 5 (P. 1203) of Volume 2 of the 1920 Constitution and Sta t -
utes of Louisiana. 

MICHIGAN. 

There are no laws in this State dealing specif ical ly 
with th is subject . However, the Session Laws of 1925 of Michi-
gan, Ho. 363, p . 692, authorize corporations organized for 
pecuniary p r o f i t to purchase and hold shares of stock in other 
corporations organized for purposes similar to those of such 
corporations and th i s might be held to a f fec t the r ight of hold-
ing corporations to own stock in banks, depending upon whether 
or not banks are organised for "similar purposes." 

MIKHBSQTA. : 

There are no laws in this State dealing specif ical ly 
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(Minnesota continued.) —3~ 

with th is subject . Under Section 3, Article 10 of the Minnesota 
Constitution, each stockholder in any corporatidn organized un-
der the laws of Minnesota, except those organized for the pur-
pose of carrying on a maznifacturing or mechanical "business, i s 
l i ab le to the amount of the stock held or owned by him, 

MISSOURI. 

Trust companies may purchase or hold stock in other 
banks or t rus t companies. (Paragraph 9, Section 11807 of the 
1919 Revised Statutes of Missouri.) 

NEW JERSEY. 

While there does not appear to be any s ta tute in th i s 
State prohibit ing absolutely the ownership of bank stock by 
holding corporations, there is a s ta tute known as Chapter 273, 
1928 Laws of Mew Jersey, Section 3 of which prohibits corpora-
tions that own more than ten per cent of the stock of any bank 
or t rus t company in the State of New Jersey from purchasing 
a f t e r the date the s ta tute became effect ive more than ten per 
cent of the stock of any other bank or t rust company doing 
business in the State of New Jersey. This s ta tute does not re-
quire corporations to dispose of any bank stock that they may 
have owned before the law became effect ive and cer ta in i n s t i t u -
tions (enumerated in Section 14 of the laws above referred to) 
are specif ical ly exempted by Section 3 from i t s provisions. 
Section 3 reads as follows: 

"3. Any corporation, other than corporations 
specif ical ly exempted from the provisions of this 
act , which now or hereaf ter owns more than ten 
per centum of the number of shares of the capital 
stock now or hereaf ter a t any time issued and out-
standing of any bank or t rus t company or national 
bWk, no* or hereafter doing business in th is 
State, shall not purchase more than ten per cen-
tum of the number of shares of capital stock a t 
any time issued and outstanding of any other bank 
or t rus t company or national bank, now or hew-
a f t e r doing business in th is State*11 

Section 14, which enumerates the specif ical ly exempted 
ins t i tu t ions referred to in Section 3, reads as follows: 

"14. The provisions of th i s Act and the penal-
t i e s thereof shall not apply to the following cor" 
porations, viz.* Backs and t rus t companies organized 
under the laws of th is State and national banks do-
ing business in th is State, nor to such banks, t rus t 
companies and national banks while acting in a f i -
duciary capacity representing any individual or 
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individuals or the estate of any individual; nor 
to any other corporation, the ent ire capital stock 
of which i s owned by or held in t rus t for the 
shareholders of any "bank or t rus t company organ-
ized under the laws of this State or any national 
"bank doing "business in this State, in the same re la-
tive proportion as the stock held in said bank, t rus t 
company or national bank." 

Under the laws of Mew Jersey, stockholders of New Jersey 
banks and t r u s t companies are not subject to a double l i a b i l i t y , 
as are stockholders of national banks and of banks and t rus t com-
panies in other States . Nor do the laws of New Jersey impose such 
l i a b i l i t y upon stockholders of holding corporations. 

SECT MEXICO. 

There are no laws i n this State dealing specif ical ly with 
this subject but there are certain sections of the laws of New 
Mexico which might be held to authorize corporations to purchase or 
hold stock in banking ins t i tu t ions . 

Section 1019 of the 1915 Annotated Statutes of New Mexico 
authorizes corporations unrestrictedly to "purchase, hold, * * * 
the capital stock of, * * * any other corporation or corporations, 
of th is or any other te r r i to ry or s ta te , * * *" and no limitation, 
i s placed upon the amount of such stock that may be so purchased 
or held. 

Section 395 of the Statutes above referred to prohibits 
banks from purchasing or holding the capital stock of "any other 
incorporated company" unless the acquisition of such stock i s 
necessary to prevent loss upon a debt previously contracted and 
stock so acquired must be disposed of within six months if possible. 

iln view of the fac t that the only specif ic prohibition 
in the New Mexico law? against the purchasing or holding of stock 
in other corporations i s that as contained in Section 395, whidh 
r e s t r i c t s Banks only, and that corporations unrestr ictedly are 
given the broa<i power, under Section 1019, to purchase and hold 
stock of "any other corporation or corporations"» i t might be held 
that banks are included within the phrase "any other corporation 
or corporations" and. that , therefore, corporations may purchase 
stock in banking ins t i tu t ions . 

OHIO. 

There are no laws in th is State dealing speci f ica l ly 
with th is subject . ^Stockholders in basking corporations are 
subjected to double l i a b i l i t i e s for debts of the bank (General 
Code of Ohio, Section 710-75). 

1 8 4 
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O K L A H O M A . , 

There are no laws in th is State dealing spec i f ica l ly 
with th i s subject, "but i t is possible that i t might he held 
that corporations may purchase and hold stock in banking in-
s t i t u t i o n s . 

Section 5301 of the 1921 Compiled Statutes of Okla-
homa provides that "All corporations organized for any of the 
purposes authorized "by th i s section shall have the power to own 
and hold stock of other corporations, except as prohibited "by 
the Constitution of this Sta te" . 

Section 41, Art ic le 9 of the Constitution of Oklahoma, 
forbids corporations to own or hold stock in other competitive 
corporations engaged in the same kind of "business and tanks or 
t ru s t companies to own or hold stock in other "banks or t rus t 
companies, except in those cases where such corporations or banks 
or t ru s t companies have acquired such stock to secure or s a t i s f y 
a "bona f ide indebtedness, and in such cases the stock must be 
disposed of within twelve months. 

Section 11029 of the 1921 Compiled Statutes makes i t 
unlawful for corporations to combine to place the control of 
these corporations in the hands of a trustee or a holding corpor-
a t ion i f the intent and purpose of such combination i s to r e s t r i c t 
or r e s t r a in t rade. 

In view of the fac t that the provisions of Section 5301 
of the 1921 Compiled Statutes granting to corporations the power 
to hold or own stock in other corporations seem rather broad, and 
that nei ther the prohibit ions of the Constitution re fe r red to 
therein and upon which such power is dependent, nor the provisions 
of Section 11029 of the 1921 Compiled Statutes appear to be 
spec i f i ca l ly applicable, in tha t Art ic le 9 of the Constitution 
prohibi ts only banks or t rus t companies from owning or holding 
stock in other banks or t rus t companies and does not purport to 
prohib i t corporations from owning or holding stock in other corpor-
at ions i f the l a t t e r are not engaged in the same kind of business 
as , and do not compete with, the purchasing corporations, and 
Section 11029 of the Compiled Statutes only a f f e c t s combinations 
in r e s t r a i n t of t rade, i t i s possible that i t might be held tha t 
corporations may purchase and hold stock in banking i n s t i t u t i o n s . 

OREGON. 

Under the provisions of an Act of th i s State approved 
March 9, 1929 (Chapter 444, General Laws of Oregon, 1929) any 
corporation "now or he rea f te r organized in th i s s ta te , or l icensed 
to do business herein" nay own, hold or control the stock of any 
bank or t rus t company and while so owning, holding or control l ing 
such stock the corporation i s subject to the following r e s t r i c t i ons : 
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(Oregon continued.) 

(1) I t shall nbt borrow money or otherwise 
secure credit directly or indirectly, from such 
hank or t rus t company, unless the loan or credit 
i s adequately secured by collateral other than 
stock or evidences of indebtedness of any cor-
poration which i t controls. 

(2) I t shall not se l l any stock, securi-
t i e s or other evidences of indebtedness of any 
other corporation which i t controls, to or through 
the bank or t rus t company in which i t owns or holds 
stock; nor can i t use such bank or t rus t company 
as axy. agent for the purpose of sel l ing or other-
wise disposing of such stock, securi t ies or other 
evidences of indebtedness without f i r s t obtaining 
permission from the Oregon Corporation Commissioner. 

(3) I t shall not carry as an asset any expenses 
incident to organization or to the sale of stock a f t e r 
organization. 

Penalties are prescribed for violations of this act 
by corporations or their o f f ice rs or employees, and a l l corpora-
tions heretofore organized under the laws of Oregon or licensed 
to do business therein must bring themselves within the provis-
ions of th is act within six months a f t e r the date i t became 
e f fec t ive . 

i s no provision~in this act imposing upon the 
stockholders of corporations owning or holding stock in banks or 
t rus t companies the l i a b i l i t y imposed upon the stockholders of 
such banks or t rus t companies. 

PENNSYLVANIA. 

Baere do not appear to be any provisions in the 
s ta tu tes of th is State specif ical ly oovering the purchase or 
ownership of stock in ins t i tu t ions engaged in a banking business. 
However, under Section 1 of an Act of July 2, 1901, P. L. 603, as 
« o S d 0 J £ y A c t o f # 1 1 18, 1929, and Section XX of paragraph 
5598 of West's 1920 Pennsylvania Statute Law, i t might bo held 
that corporations are authorized to exercise th is power, 

^ v Section 1 of an Act of July 2, 1901, f . L. 603, as 
amended by an Act of April 18, 1929, provides that " * * * any 
^ 0 ^ 0 ^ 1 * n J r e a t e d general or special laws, nay purchase, 
hold * * * the shares of the capital stoclr of * * * any other 
corporation or corporations of this or any other S t a t C ^ T ~ 
while the owner of said stock my exercise a l l the r ights 
powers and privi leges of ownership, * * *,» ' 
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(Pennsylvania continued) 

Section XX of paragraph 5598 of West's 1920 Pennsyl-
vania Statute Law provides that a corporation jpay he formed 
''For any lawful purpose not specif ical ly designated by law, as 
the purpose for which a corporation may he formed." 

There does not appear to be any s ta tu te in th is State 
expressly providing that stockholders of corporations owning 
stock in hanks are subject to a stockholders' l i a b i l i t y similar 
to the l i a b i l i t y imposed upon stockholders of banks. Section 
1184 of the Pennsylvania Statutes imposes a double l i a b i l i t y 
upon stockholders of banks and i t has been held that stockhold-
ers of t rust companies are not subject to a double l i a b i l i t y . 
See case of Je Haven v. P ra t t . (1909), 72 Atl* 1068, 223 Penn. 
633. 

TEXAS. 

There are no statutes in this State dealing specif ic-
a l ly with th is subject, but i t i s questionable whether holding 
companies may purchase and hold stock in banking ins t i tu t ions . 

Art ic le 513 of the 1925 Revised Statutes forbids 
banks or t rus t companies "to own more than ten per cent of the 
capital stock of any other banking corporation, * * * " unless 
the ownership of such excess stock "shall be necessary to prevent 
loss upon a debt previously contracted in good f a i th ; * * 
and in such cases the stock must not be owned for a longer period 
than six months. 

Art icle 1302 of the 1925 Revised Statutes permits p r i -
vate corporations to "purchase, .* * * hold, own, * * * shares of 
capital stock, * * * of foreign or domestic corporations not 
competing with each other in the same l ine of business: provided 
the powers and authority * * * conferred shall in no way a f fec t 1 

any provision of the a n t i t r u s t laws of th i s State ." 

Art ic le 7426 of the 1925 Revised Statutes defines a 
t rus t to be "a combination of capital* * * * by two or more per-
sons, f inas , corporations, * * *: ( l ) To create, or which may 
tend to create, or carry out res t r ic t ions in trade or commerce 
* * * or to create or carry out res t r i c t ions in the f ree -pursuit 
of any^ business autl^orized or permitted by laws of this State" 
or "(3) to prevent or lessen competition in aids to commerce, 
* * * . « 

Artic le 7427 of the 1925 Revised Statutes s ta tes that a 
monopoly exis ts when two or more corporations combine or consoli-
date to bring the "direction of the a f f a i r s " of such corporations 
funder the same management or control fo r the purpose of produc-
ing, or where such common management or control tends to create a 

187 
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(Texas continued) 

t rus t" , or where "any corporation acquires the shares * * * 
of stock * * * of any other corporation or corporations, 
for the purpose of preventing or lessening, or where the 
e f f e c t of such acquisit ion tends to a f f ec t or lessen compe-
t i t i on , whether such "acquisition i s accomplished direct ly 
or through the instrumentality of trustees or otherwise.11 

In view of the foregoing i t is questionable whether 
holding corporations may purchase or hold stock in "banking 
ins t i tu t ions . 

VERMONT. 

« There are no laws in this State expressly pro-
hibi t ing the ownership by holding companies of the stock of 
banks but there i s a provision prohibiting holding companies 
from holding or acquiring stock in other corporations* 
Section 4925 of the 1917 General Laws of Vermont contains 
th is prohibit ion and reads as follows; 

"The corporation shall not be permitted to 
acquire or hold stock in other corporations to such 
an extent that i t s primary business is the holding 
of such stock. A violation of th is provision shall 
be cause for the dissolution of the corporation under 
the provisions of Section 4944." 

There are no laws in this State imposing upon stock-
holders of holding companies a stockholder's l i a b i l i t y similar 
to that imposed upon holders of bank stock. 

WASHINGTON. 

There are no laws in this State dealing specif ical ly 
with th is subject . 

During the 1929 Regular Session of the Legislature 
of th is State a b i l | known as "Substitute House Bil l Ho. 72" 
was introduced to r e s t r i c t the ownership of bank or t rus t 
company stock by corporations, to 20$ of the Capital stock of 
such bank or t rus t qompaay, but this b i l l did not pass. 

WEST VIRGINIA. 

Under dat§ of February 28, 1929, an Act was passed 
by the Legislative pf this State affect ing thanpurchase or 
ownership of stock in banking ins t i tu t ions bjrHrms, associa-
tions or corporations. (Section 9, Chapter 23, Acts of 1929), 
Section 9 of th is Act provides in par t as follows; 
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(West Virginia continued.) 

" I t shall "be unlawful for any firm, association or 
corporation to purchase and hold stock in any tanking 
ins t i tu t ion organized or authorized to traasilci Maine as 
hereundMA for the purpodfe of sell ing, negotiating or 
trading part ic ipat ion in the ownership thereof either 
for the purpose of perfecting control of one or more 
sutih tanking ins t i tu t ions or for the purpose of inducing 
other persons, firms or corporations or the general pub-
l i c to "become part ic ipat ing owners therein. Nothing 
herein shall prevent the ownership of stocks in any such 
"banking ins t i tu t ion by any corporation for investment 
purposes. 

With reference to the l i a b i l i t y imposed upon stock-
holders in "banks, Section 9 provides as follows: 

"Bach stockholder of any "banking ins t i tu t ion organ-
ized under the laws of t h i s state, in addition to the 
l i a b i l i t y imposed upon him as stockholder of a corpora-
t ion under the provisions of the general corporation laws 
shall* "be l i ab le to the creditors of the banking in s t i t u -
tion, on obligations accruing while he i s a shareholder, 
to an amount equal, to the par value of the shares of 
stock held by him," 

WISCONSIN. 

In this State an Act recently was enacted regulating 
the ownership of stock in banks and t rus t companies. (Chapter 
445, Wisconsin Laws of 1929 - Published, August 30, 1929) Rele-
vant provisions of th is Act are summarized br ie f ly as follows: 

No corporation organized under the laws of Wisconsin 
i s permitted to hold more than 10$ of the stock of any bank or 
t rus t company, unless 75̂ 6 of the stockholders of both corpoTac-
tions vote in favor thereof a t a meeting especially called for 
that purpose. 

No State baajk or t rus t company may vote to authorize 
a foreign corporation to purchase stock in such State bank or 
t rus t company, unless such foreign corporation shall have 
qual i f ied to do business in Wisconsin., 

Whenever the ownership or control of a majority of 
the stock of any State or national bank doing business in Wis-
consin i s held by any foreign corporation which has not qual i-
f i ed to do b u s i n e s s the State, such bank shall be disquali-
f i e d to act as a depositary for any public funds of the State 
or any subdivision thereof,, or as a depositary for reserve 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



I 
X-6392 | i 9 g 

-10-

(Wisconsin continued.) 

funds. of State barilis un t i l such foreign corporation shall have 
qual i f ied to do business in the States 

Domestic corporations and foreign corporations author-
ized to do "business in the State which own or control the stoclc 
of a State bank or t rus t company shall be held l iab le for any 
assessment made against the stockholders of such bank or t rus t 
company to the par value of the stock so owned or controlled.; 
and such holding corporations are required to deposit with the 
State Treasurer securi t ies equal to f i f t y per cent of the par 
value of the stocks of State banks or t rus t companies owned or. 
controlled by such holding companies, except that the aggregate 
amount of such securi t ies shall not exceed the largest amount 
required to be deposited "by Wisconsin t rus t companies*' 

If the stockholders* l i a b i l i t y of any such holding 
company i s not f u l l y paid, the stockholders of such holding 
cornany. are l i ab le for an assessment suf f ic ien t to cover the 
d e f i c i t . 

SES-sad 
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