
FEDERAL RESERVE BOARD 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6649 

Ju ly 1, 1930. 

SUBJECT: B i l l to Amend Federal Reserve Act and 
National Bank Act. 

Dear S i r : 

There i s enclosed herewith f o r your i n -
formation, copy of a memorandum from the Board's 
Ass i s t an t Counsel, summarizing the p rov is ions of 
S-4723, a t i l l introduced "by Senator Glass to 
amend var ious provis ions of the National Bank Act 
and the Federal Reserve Act. As the supply of the 
p r i n t e d M i l i s s t i l l l imi ted , only one copy i s 
a t t ached h e r e t o . 

Very t r u l y yours, 

ii. M. McClellaild, 
Ass is tant Secre taryi 

Enclosures . 

TO ALL GOVERNORS AND AGENTS. 
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FEDERAL RESERVE 
BOARD . 

OFFICE CORRESPONDENCE Date June 23, 1930 

From Mr. Wingf ie ld-Assis tant Counsel. 

To Federal Reserve Board Subjec t : Summary of Provis ions 
of the B i l l S-4723, introduced 
"by Senator g l a s s . 

On June 17, 1930, Senator Carter Glass introduced a t i l l , S.4723, 
to amend the p rov is ions of the National Bank Act and the Federal Reserve 
Act i n a number of r e s p e c t s . When he introduced t h i s t i l l Senator Glass 
s t a t e d on the f l o o r of the Senate tha t i t i s merely a t e n t a t i v e measure 
to which he hopes to d i r ec t the inquiry in to the "banking system author ized 
"by the Senate. For the information of the Board, however, I w i l l "briefly 
summarize "below the most important changes which Senator Glass1 "bill would 
make i n the present law. 

(1) The f i r s t paragraph of the h i l l , S. 4723, s t a t e s tha t the t i t l e 
of the "bill i s the "Banking Act of 1930." 

(2) Sect ion 2 of the b i l l , S. 4723, would amend the 7th paragraph 
of Sect ion 5136 of the Revised S t a tu t e s which has to do with the powers 
which a na t iona l bank may exe rc i s e . In add i t ion to the s p e c i f i c powers of 
na t ional banks now contained i n the law, t h i s b i l l provides tha t nat ional 
banks may genera l ly engage i n a l l forms of business tha t commercial banks 
of the S ta te i n which the na t ional bank i s s i t u a t e d a re permi t ted to t r ans -
ac t by the laws of the S t a t e , except i n so f a r as na t iona l banks a r e 
expressly forb idden to undertake such business by the National Bank Act, 
the Federal Reserve Act, o r other laws of the United S t a t e s . 

Under the p resen t provis ions of Sect ion 5136 of the Revised S ta tu t e s , 
na t ional banks a re au thor ized to buy and so i l invostment s e c u r i t i e s . 
Section 2 of the b i l l , S. 4723, would a lso amend Sect ion 5136 so as to 
l i m i t t h i s power of na t iona l banks to only the buying and s e l l i n g of in -
vestment s e c u r i t i e s so le ly upon order and for account of customers, and 
in no case f o r i t s own account, except as spec i f i ed i n Sect ion 24 of the 
Federal Reserve Act. 

(3) Sect ion 5144 of the Revised S ta tu t e s now provides that each 
shareholder of a na t iona l bank sha l l be e n t i t l e d to one vote on each share 
of stock h e l d by him. Sect ion 3 of the b i l l S. 4723 would amend Sect ion 
5144 so as to r e s t r i c t the r i g h t of a shareholder to vote only shares of 
stock a c t u a l l y owned by him as a r e s u l t of bona f i d e purchase, g i f t or 
inhe r i t ance , and the shareholder who becomes such through nominal t r a n s f e r , 
or ownership on behalf of another, may not vote stock so acquired . This 
sec t ion of the b i l l would f u r t h e r amend Sect ion 5144 so as to provide tha t 
no corpora t ion , a s s o c i a t i o n or pa r tnersh ip and no o f f i c e r , employee or 
d i rec to r of any corpora t ion , a s soc i a t i on or pa r tne r sh ip which i s the owner 
of stock i n any na t iona l bank sha l l vote e i t h e r the stock owned by him 
ind iv idua l ly or the stock owned by1 th9 corpora t ion . The present p rov is ion 
of Sect ion 5144 au thor i z ing shareholders to vote by proxy i s r e t a ined in 
the b i l l S. 4723. v ia . ; . 
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(4) Sect ion 4 of the b i l l S. 4723, would amend paragraph (c) of 
Sect ion 5155 of the Revised S t a tu t e s so as to au thor ize a na t iona l bank, 
a f t e r the date of the approval of t h i s b i l l , to e s t a b l i s h and operate new 
branches wi th in the l i m i t s of the S ta te in which the na t iona l bank i s 
s i t u a t e d r a t h e r than merely i n the c i t y , town or v i l l a g e i n which such 
na t iona l bank i s l o c a t e d . The proposed amendment r e t a i n s the p resen t 
p rov i s ion of the law t h a t new branches may only be e s t ab l i shed and operated 
i f such establ ishment and opera t ion are permi t ted to S t a t e banks by the law 
of the S ta t e i n which the nat ional bank i s l o c a t e d . 

(5) Under the p rov is ions of Sect ion 5197 a s i t now reads , a na t ional 
bank i s au thor ized to charge i n t e r e s t a t the r a t e allowed by the laws 
of the S t a t e , t e r r i t o r y or d i s t r i c t where the bank i s loca ted and when no 
r a t e i s so f i x e d by S ta t e law a na t iona l bank may charge a r a t e not ex-
ceeding 7 per centum. Sect ion 5 of the b i l l S. 4723 would amend these pro-
v i s ions so as to au thor ize a na t iona l bank to charge the r a t e allowed by 
S t a t e law or a r a t e one per centum i n excess of the discount r a t e of the 
Federal reserve bank i n the Federal reserve d i s t r i c t where the na t iona l bank 
i s loca ted , whichever may be g rea t e r , and where no r a t e i s f i x e d by Sta te 
law a na t iona l bank would be author ized to charge a r a t e not exceeding 7 
per centum or one pe r centum in excess of the discount r a t e of the Federal 
reserve bank i n the Federal reserve d i s t r i c t where the na t iona l bank i s lo -
cated, whichever may be g r e a t e r . 

(6) Sec t ion 5200 of the Revised S t a tu t e s l i m i t s loans by a na t iona l 
bank to any one person to 10 per cent of the c a p i t a l and surplus of the 
na t ional bank. This sect ion, however, conta ins a number of exceptions to 
the 10 per cent l i m i t a t i o n . Sect ion 6 of the b i l l S. 4723 would amend 
Sect ion 5200 by adding a p rovis ion tha t no ob l iga t ion of a broker or of any 
f inance company, s e c u r i t i e s company, investment t r u s t or other s imi la r 
i n s t i t u t i o n , or of any a f f i l i a t e , s h a l l be e n t i t l e d to the b e n e f i t s of 
any of the exceptions contained i n Sect ion 5200, but a l l such obl iga t ions 
sha l l be sub jec t to the 10 per cent l i m i t a t i o n . This sec t ion would f u r -
ther amend Sect ion 5200 so as to provide t h a t the t o t a l ob l iga t ions of an 
a f f i l i a t e s h a l l not exceed the 10 per cent l i m i t a t i o n or the amount of the 
c a p i t a l stock of the a f f i l i a t e a c t u a l l y pa id i n and unimpaired, whichever 
may be the smal ler . I t i s f u r t h e r provided tha t an a f f i l i a t e sha l l include 
a f inance company, s e c u r i t i e s company, investment t r u s t , or any other cor-
po ra t ion the control of which i s he ld d i r e c t l y or i n d i r e c t l y through stock 
ownership, or i n any other manner by a na t ional bank or by the shareholders 
thereof who own or cont ro l a major i ty of the stock of the na t iona l bank. 

(7) Sect ion 7 of the b i l l S. 4723 would amend Sect ion 5211 of the 
Revised S t a t u t e s by adding a new paragraph which would requi re each 
a f f i l i a t e of a na t iona l bank to f u r n i s h to the Comptroller of the Currency 
not l e s s than th ree r e p o r t s each year , s e t t i n g out i n d e t a i l the condi-
t i on of the a f f i l i a t e . The p res iden t of the nat ional bank i s requ i red to 
s a t i s f y himself as to the correctness of each such r epor t t ransmi t ted to 
the Comptroller. This amendment contains d e t a i l e d requirements with r e f e r -
ence to the f i l i n g of such repor t s and the form of such repor t s and author-
i zes the Comptroller of the Currency to c a l l fo r spec ia l r epor t s whenever 
in h i s judgment i t i s necessary. An a f f i l i a t e which f a i l s to f u r n i s h the 
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r epo r t s r equ i red of i t s h a l l "be subjec t to a pena l ty of $100 f o r each day 
during which such f a i l u r e continues. 

(8) Sect ion 8 of the b i l l S. 4723 would amend the f i r s t paragraph 
of Sect ion 7 of the Federal Reserve Act so as to provide tha t a f t e r the 
payment of a 6 pe r cent dividend to member "banks, one-four th of the 
remainder of the net earnings of a Federal reserve bank sha l l be pa id to 
the United S t a t e s as a f r anch i se tax, one-four th to the surplus fund of 
the Federal rese rve bank (but a f t e r the surplus equals 100 per cent of the 
subscribed c a p i t a l the remainder goes to the United S t a t e s as a f r anch i se 
tax) and the remaining 50 per cent of the net earnings of a Federal reserve 
bank s h a l l be p a i d to the member bank s tockholders . 

(9) Sect ion 9 of the b i l l S. 4723 would amend Sect ion 9 of the 
Federal Be serve Act by adding a new paragraph which would requi re each 
a f f i l i a t e of a member S t a t e bank to f u r n i s h to the Federal Reserve Board 
not l e s s than three r epo r t s each year , containing d e t a i l e d information 
with r e fe rence to the condi t ion of the a f f i l i a t e . This amendment contains 
d e t a i l e d requirements with re fe rence to the f i l i n g of such r epor t s and the 
form thereof and r e q u i r e s the p res iden t of the member bank to s a t i s f y hin>-
se l f as to the cor rec tness of each such r epo r t t r ansmi t t ed to the Federal 
Reserve Board. Any a f f i l i a t e which f a i l s to make any r epo r t requ i red sha l l 
be sub jec t to a pena l ty of $100 f o r each day during which such f a i l u r e 
cont inues . This s ec t ion of the b i l l contains s u b s t a n t i a l l y the same 
d e f i n i t i o n of an a f f i l i a t e as was contained i n Sect ion 6 of the b i l l as 
above noted. 

(10) Sect ion 10(a) of the b i l l S. 4723 would amend the f i r s t 
paragraph of Sec t ion 10 of the Federal Reserve Act so a s to e l imina te the 
Secre ta ry of the Treasury from membership on the Federal Reserve Board and 
to provide f o r a membership of only seven members including s ix members ap-
po in ted by the Pres iden t of the United S ta tes and the Comptroller of the 
Currency a s an ex o f f i c i o member. Sect ion 10(b) of t h i s b i l l would amend 
the second paragraph of Sect ion 10 of the Federal Reserve Act so as to 
e l imina te the Secre tary of the Treasury from the p rov i s ion which now renders 
the Secre tary or Comptroller of the Currency i n e l i g i b l e during the t ine 
he i s i n o f f i c e and f o r two years t h e r e a f t e r to ho ld any o f f i c e , pos i t i on 
or employment in any member bank. Sect ion 10(c) would amend the four th 
paragraph of Sect ion 10 of the Federal Reserve Act to e l iminate the 
Secre tary of the Treasury as an ex o f f i c i o chairman of the Federal Re-
serve Board and to provide tha t the oaths of o f f i c e of members of the 
Federal Reserve Board s h a l l be f i l e d wi th the Secretary of the Federal 
Reserve Board r a t h e r than be c e r t i f i e d to the Secretary of the Treasury 
as i s now required* 

(11) Sec t ion 11 of the b i l l S. 4723 would amend the seventh paragraph 
of Sect ion 13 of the Federal Reserve Act so as to provide tha t during the 
l i f e or continuance of advances to a member bank on the 15-day promissory 
c o l l a t e r a l notes of the member bank such member bank sha l l not increase or 
enlarge the t o t a l loans a l ready made by i t e i t h e r upon c o l l a t e r a l s ecu r i t y 
to any borrower or to the members of any organized stock exchange, investment 
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house, or dealer in s e c u r i t i e s , upon any ob l iga t ion , note, or b i l l secured 
or unsecured, except f o r the purpose of purchasing and car ry ing ob l iga t ions 
of the United S t a t e s . 

(12) Sect ion 12, which i s the l a s t s ec t ion of the b i l l S. 4723, 
would amend Sect ion 24 of the Federal Reserve Act so a s to requ i re a 
na t iona l bank to inves t i t s time and savings deposi ts in the amount of 
r e a l e s t a t e loans author ized under the provis ions of Sect ion 24 of the 
Federal Reserve Act o r i n proper ty and s e c u r i t i e s of the kinds and amounts 
requi red by law of savings banks i n the S ta te where the na t iona l bank i s 
s i t u a t e d . In ease no such Sta te savings bank law e x i s t s the savings and 
timo deposi ts of a na t iona l bank s h a l l bo inves ted i n proper ty and secu r i -
t i e s s p e c i f i e d by the Comptroller of the Currency. The reserve of 3$ of 
time depos i t s r equ i red by the Federal Reserve Act s h a l l count a s a cor res -
ponding p a r t of such investments. QSiis sec t ion of the b i l l f u r t h e r p ro -
vides tha t i n case a nat ional bank becomes inso lvent , a l l the proper ty 
acquired under t h i s s ec t ion s h a l l be appl ied by the rece iver thereof i n 
the f i r s t p lace r a t a b l y and p ropor t iona te ly to the payment in f u l l of 
the time and savings deposi ts of the na t ional bank. 

A copy of the b i l l S. 4723 i s a t t ached here to f o r the Board 's 
informat ion . 

Respec t fu l ly , 

(S) B. M. Wingfield 
Ass i s t an t Counsel. 

Copy of b i l l a t t a ched . 

BMW-sad 
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