
FEDERAL RESERVE BOARD 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6487 

January 28, 1930. 

SUBJECT; Branches of Nat ional Banks. 

Dear S i r : 

There i s a t t a c h e d h e r e t o , for* your informa-

t i o n , copy of an opinion r e c e n t l y rendered, by the 

At torney General, wi th regard to the branches which 

may be main ta ined by a na t i ona l bank formed as a r e -

s u l t of a convers ion of a S t a t e bank or of a c o n s o l i -

d a t i o n between a S t a t e and a n a t i o n a l bank. 

Very t r u l y yours , 

E. M. McClelland, 
A s s i s t a n t S e c r e t a r y . 

Enc losu re . 

TO THE CHAIRMEN Aim GOVERNORS OF ALL F. B. BAMS. 
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DEPAHTMMT 03? JUSTICE, 

Washington. 

December 23, 1929 

S i r : 

I have the honor to r e p l y to your l e t t e r of August 6, 

1929, wherein you s t a t e t h a t the Comptroller of the Currency 

has b e f o r e him the a p p l i c a t i o n of a S t a t e bank, ope ra t ing i n 

a town of s l i g h t l y under one hundred thousand p o p u l a t i o n , to 

conver t i n t o a n a t i o n a l bank, and t h a t s a id S t a t e bank i s now 

ope ra t ing th ree b ranches , one of which was e s t a b l i s h e d subsequent 

to the passage of the Act of February 25, 1927, known as the 11 Mc~ 

Fadden Act" . You r eques t to be advised (a) whether the branch 

e s t a b l i s h e d subsequent to February 25, 1927, mast be d i scon t inued 

upon conversion of the S t a t e bank i n t o a n a t i o n a l bank; and (b) 

whether the Comptrol ler of the Currency i s a u t h o r i z e d , a f t e r con-

v e r s i o n of the S t a t e bank, to g r a n t two new branches to the 

n a t i o n a l bank e s t a b l i s h e d by such convers ion, such new branches 

be ing i n a d d i t i o n to those r e t a i n e d upon convers ion . 

Sec t ion 7 of the Act of February 25, 1927, c . 191, 44 

S t a t . 1228, amends Sec t ion 5155 of t h e Revised S t a t u t e s ( T i t l e 

12, Sec. 36 U. S. C.) to read i n p a r t a s fo l lows : 
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(b) I f a S t a t e "bank i s h e r e a f t e r con-
verted. i n t o or conso l ida ted " r i t h a n a t i o n a l 
banking a s s o c i a t i o n , or i f two or more n a t i o n a l 
banking a s s o c i a t i o n s are conso l ida t ed , such con-
v e r t e d or conso l ida ted a s s o c i a t i o n m y , wi th 
r e s p e c t to any of such "banks, r e t a i n and opera te 
any of t h e i r "branches which may have "been i n law-
f u l ope ra t i on by any "bank a t the da te of the approval 
of the Ac t . 

(c) A n a t i o n a l "banking a s s o c i a t i o n may, a f t e r 
the da te of the approval of t h i s Act, e s t a b l i s h and 
opera te new branches w i th in the l i m i t s of the c i t y , 
town, or v i l l a g e in which s a i d a s s o c i a t i o n i s s i t -
u a t e d i f such es tab l i shment and opera t ion a re a t the 
time p e r m i t t e d to S t a t e banks by the law of the 
S t a t e i n ques t ion . 

(d) No branch s h a l l be e s t a b l i s h e d a f t e r the 
da te of the approval of t h i s Act w i th in the l i m i t s 
of any c i t y , town or v i l l a g e of which the popu la t ion 
by the l a s t decennia l census was l e s s than twenty-
f i v e thousand. No more than one such branch may be 
thus e s t a b l i s h e d where the popu la t i on , so determined, 
of such municipal u n i t does not exceed f i f t y thousand; 
and not more than two such branches where the popula-
t i o n does no t exceed one hundred thousand. In any 
such municipal u n i t where the popu la t i on exceeds one 
hundred thousand the de te rmina t ion of the number of 
branches s h a l l be wi th in the d i s c r e t i o n of the Comp-
t r o l l e r of the Currency. 

(e) No branch of any n a t i o n a l banking a s s o c i a t i o n 
s h a l l be e s t a b l i s h e d or moved from one l o c a t i o n to 
ano the r wi thout f i r s t ob ta in ing the consent and approval 
of the Comptroller of the Currency. 

Paragraph (b) provides i n e f f e c t t h a t upon the convers ion 

of a S t a t e bank i n t o a n a t i o n a l banking a s s o c i a t i o n , the banking 

a s s o c i a t i o n r e s u l t i n g from the conversion may r e t a i n any branches 

which the conver ted bank may have had i n l a w f u l ope ra t ion on Feb-

r u a r y 25, 1927. This p r o v i s i o n i s permiss ive i n c h a r a c t e r , and 

the i n f e r e n c e i s p l a i n t h a t any branch or branches e s t a b l i s h e d or 

a c q u i r e d subsequent to February 25, 1927, by the conver t ing bank 
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must be r e l i n q u i s h e d upon convers ion. 

A f t e r conversion i n t o a n a t i o n a l banking a s s o c i a t i o n the con-

v e r t e d bank comes w i t h i n the p r o v i s i o n s of paragraphs ( c ) , (d) and (e) 

of s e c t i o n 7 of s a i d Act . Paragraph (c) pe rmi t s n a t i o n a l banking 

a s s o c i a t i o n s to e s t a b l i s h branches , subsequent to February 25, 1927, 

w i t h i n the l i m i t s of the c i t y or town i n which the p a r e n t bank i s 

l o c a t e d , i f the S t a t e lavs permi t the e s t ab l i shment of such branches 

by S t a t e banks, s u b j e c t , ho-ever , to the cond i t ions conta ined i n 

paragraphs (d) and ( e ) . Such condi t ions a re t h a t no n a t i o n a l banking 

a s s o c i a t i o n s h a l l e s t a b l i s h more than two such branches where the pop-

u l a t i o n of the c i t y or town i n which the bank i s l o c a t e d exceeds f i f t y 

thousand and does not exceed one hundred thousand; and t h a t the e s t a b -

l ishment of the branch or branches i s with the consent and approva l 

of the Comptroller of the Currency. 

I t f o l l o w s , t h e r e f o r e , t h a t when a S t a t e bank, conver t ing i n t o 

a n a t i o n a l banking a s s o c i a t i o n , has r ece ived i t s cha r t e r as a n a t i o n a l 

banking a s s o c i a t i o n ( i t being l o c a t e d wi th in a c i t y the popu l a t i on of 

which i s more than f i f t y thousand and l e s s than one hundred thousand) 

i t may apnly f o r , and w i th the consent and approval of t h e Comptroller 

of the Currency e s t a b l i s h not more than two branches wi th in the l i m i t s 

of the c i t y where s a i d bank i s l o c a t e d , provided t h a t the law of the 

S t a t e permi t s the es tab l i shment of such branches by S t a t e banks . 

The branches i t may be au thor ized to e s t a b l i s h under paragraphs 

(c) and (d) a re i n a d d i t i o n to those r e t a i n e d under paragraph ( b ) . In 

the case you submit , the two branches e s t a b l i s h e d by the S t a t e bank 
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p r i o r to February 25, 1927, and which i t has the r i g h t to r e t a i n 

on the conversion i n t o a n a t i o n a l banking a s s o c i a t i o n , a re l o c a t e d 

i n t h e c i t y where the main bank i s s i t u a t e d . The r e s u l t of t h i s 

c o n s t r u c t i o n of the s t a t u t e i s t h a t t h i s conver ted bank may add 

two new branches , making four i n a l l i n the c i t y , a l though a new 

n a t i o n a l bank could e s t a b l i s h and main ta in only two. Such an i n -

e q u a l i t y i s produced, not by the mere convers ion, but by a c t i o n 

a f t e r convers ion , and the re may be doubt as to whether the Congress 

in t ended such a r e s u l t , but the terms of the s t a t u t e seem to j u s t i f y 

t h i s c o n s t r u c t i o n . However, Congress must have had i n mind the 

sa fegua rd conta ined i n paragraph ( e ) , which r e q u i r e s the consent and 

approval of the Comptroller of the Currency to the e s t ab l i shmen t of 

new branches . 

Congress has used the word " e s t a b l i s h e d " i n paragraph (d) 

and has r e f r a i n e d from us ing the word "main ta in" . I f i t i n t ended 

t h a t o ld branches r e t a i n e d upon conversion should be counted i n 

determining the number of new branches to be al lowed under p a r a -

graph ( d ) , a p p r o p r i a t e words should have been added to paragraph 

( d ) . Furthermore, branches in o ther c i t i e s p r e v i o u s l y e s t a b l i s h e d 

and r e t a i n e d upon convers ion, could not be counted to reduce the 

number of new branches i n the c i t y i n which the p a r e n t bank i s 

l o c a t e d , al lowed under paragraph (d ) , wi thout p l a c i n g a conver ted 

bank a t a d i sadvantage i n r e s p e c t of the number of branches al lowed 

i n the c i t y of i t s l o c a t i o n . I t i s apparent t h a t to de r ive from the 

s t a t u t e an i m p l i c a t i o n t h a t the number of branches r e t a i n e d on 
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convers ion s h a l l r e s t r i c t the number of new ones allowed under 

pa ragraph (To) would not remove i n e q u a l i t i e s i n powers between con*-

v e r t e d "banks and new n a t i o n a l "banking a s s o c i a t i o n s . The r e s u l t i n g 

conclus ion i s t h a t the s t a t u t e should "be taken l i t e r a l l y . 

In the case submit ted i t may "be t h a t the Comptroller of 

the Currency would approve an a p p l i c a t i o n "by the n a t i o n a l "bank 

r e s u l t i n g from the conversion to e s t a b l i s h as one of the new branches 

p e r m i t t e d by paragraph (c) the very branch which the S t a t e bank 

would be r e q u i r e d to r e l i n q u i s h upon convers ion. I f such be the 

case , I see no o b j e c t i o n to the Comptroller of the Currency so 

i n d i c a t i n g i n advance, i n order t h a t an a p p l i c a t i o n to t h a t end 

might be made by the r e s u l t i n g n a t i o n a l bank, and approved, sub-

s t a n t i a l l y s imul taneous ly with the convers ion. I f t h i s were done 

the temporary c e s s a t i o n of bus iness a t the branch a t t e n d a n t upon 

i t s formal re l inqu i shment would not r e s u l t i n any p r a c t i c a l i n -

convenience. 

In the second case submit ted you s t a t e t ha t there i s now 

pending b e f o r e the Comptroller of the Currency the a p p l i c a t i o n of 

a S t a t e bank, having two branches in l awfu l ope ra t ion p r i o r to 

February 25, 1927, to conso l ida te with a n a t i o n a l banking a s -

s o c i a t i o n , having two branches au thor i zed by the Comptroller of 

the Currency under the p rov i s i ons of paragraph (c) of s e c t i o n 

7 of s a id Act . You s t a t e t ha t both of the banks a re l oca t ed i n 

a c i t y the p o p u l a t i o n of which i s s l i g h t l y l e s s than one hundred 

thousand, and t ha t t h e i r a p p l i c a t i o n f o r c o n s o l i d a t i o n provides 
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f o r the r e t en t ion , of a l l four branches by the conso l ida ted bank. 

You r eques t to be advised "/hether the Comptroller of the Currency 

i s a u t h o r i z e d to approve the r e t e n t i o n of the fou r branches by 

the conso l ida t ed bank. 

Sec t ion 1 of the Act of February 25, 1927, supra , amended 

the Act of ITovember 7, 1318, by adding t h e r e t o a new s e c t i o n 

( s e c t i o n 3) which provides f o r the c o n s o l i d a t i o n of S t a t e banks 

wi th n a t i o n a l banking a s s o c i a t i o n s as fo l lows : 

Sec. 3 . That any Bank inco rpo ra t ed under 
the laws of any S t a t e , or any bank i nco rpo ra t ed 
i n the D i s t r i c t of Columbia, may be conso l ida t ed 
with a n a t i o n a l banking a s s o c i a t i o n l o c a t e d i n 
the same county, c i t y , town, or v i l l a g e under 
the c h a r t e r of such n a t i o n a l banking a s s o c i a t i o n 
on such terms and condi t ions as may be l a w f u l l y 
agreed upon by a m a j o r i t y of the board of d i -
r e c t o r s of each a s s o c i a t i o n or bank proposing 
to conso l ida t e ,*** 

Paragraph (b) of s ec t i on 7 of the Act of February 25, 1927, 

supra , p rov ides t h a t i f a S t a t e bank, having branches e s t a b l i s h e d 

p r i o r to February 25, 1927, i s conso l ida ted - i t h a n a t i o n a l banking 

a s s o c i a t i o n the conso l ida t ed a s s o c i a t i o n may r e t a i n such b ranches . 

Paragraph (c) of s a i d Act p rov ides t h a t a n a t i o n a l banking a s s o c i a -

t i o n may, a f t e r February 25, 1927, e s t a b l i s h branches wi th in the 

l i m i t s of a c i t y or town i n which s a i d a s s o c i a t i o n i s l o c a t e d . 

This permiss ion i s s u b j e c t to the cond i t ions provided i n pa ragraphs 

(d) and ( e ) . 

I t appears from the s ta tement of f a c t s t h a t the n a t i o n a l 

banking a s s o c i a t i o n wi th '-hich the S t a t e bank proposes to con-

s o l i d a t e has a v a i l e d i t s e l f of the foregoing p r o v i s i o n and , wi th 

the approval of the Comptroller of the Currency, has e s t a b l i s h e d 
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two t r anches as p rov ided "by the s t a t u t e . As the S t a t e "bank upon 

c o n s o l i d a t i o n r a t h the n a t i o n a l banking a s s o c i a t i o n w i l l cease to 

e x i s t # i t s b ranches , e s t a b l i s h e d p r i o r to February 25, 1927, w i l l 

become the branches of the conso l ida ted bank. 

The p r o v i s i o n s and impl ied l i m i t a t i o n conta ined i n p a r a -

graph (b) of s e c t i o n 7 of the Act apply to the conso l ida t i on of a 

S t a t e bank wi th a n a t i o n a l banking a s s o c i a t i o n to the same e x t e n t 

and wi th equal f o r c e as they apply to the conversion of a S t a t e bank 

i n t o a n a t i o n a l banking a s s o c i a t i o n ; namely, t h a t 11 any of t h e i r 

branches which may have been i n l awfu l ope ra t ion by any bank a t the 

da te of the approva l of the Act" may be r e t a i n e d by the conso l ida t ed 

bank, and any branches e s t a b l i s h e d by e i t h e r of the c o n s o l i d a t i n g 

banks subsequent to the da te of t h e approval of the Act must be 

r e l i n q u i s h e d , no twi ths tand ing the branches of the n a t i o n a l banking 

a s s o c i a t i o n wore e s t a b l i s h e d pursuan t to the a u t h o r i t y conta ined i n 

pa ragraph ( c ) , and with the consent and approval of the Comptroller 

of the Currency# This i s the p l a i n import of the language of the 

s t a t u t e , and t h e r e i s nothing conta ined in the Act which j u s t i f i e s 

a depar tu re from i t s exact terms. 

When the proposed conso l i da t i on has been consummated, the 

conso l ida ted bank may apply fo r and, with the consent and approval 

of the Comptroller of the Currency, e s t a b l i s h not more than two 

branches w i t h i n the l i m i t s of the c i t y where s a i d bank i s l o c a t e d , 

p rov ided the law of the S t a t e permi ts the e s t ab l i shmen t of branches 

by S t a t e banks. 
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As the n a t i o n a l "bank involved, i n the c o n s o l i d a t i o n p r e s e r v e s 

i t s corpora te i d e n t i t y and e x i s t e n c e , I see no o b j e c t i o n to i t s 

f i l i n g an a p p l i c a t i o n f o r leave to e s t a b l i s h two new branches 

s imul t aneous ly wi th the f i l i n g of a p p l i c a t i o n f o r approval of the 

c o n s o l i d a t i o n , so t h a t i f the Comptroller approves , there may be 

avoided the u s e l e s s f o r m a l i t y of f i r s t r e l i n q u i s h i n g and then im-

media te ly r e e s t a b l i s h i n g the branches which were s u b j e c t to r e -

l inquishment under paragraph ( b ) . 

R e s p e c t f u l l y , 

(Signed) William D. M i t c h e l l . 

At torney Genera l . 

The Honorable, 

The S e c r e t a r y of the Treasury. 

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




