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Jan. 8, 1931.
T0  Federal Reserve Board SUBJECT Llegislation to be recom-

FROM Mr. Wyatt- General Counsel. mended in Annual Report.

It is customary for the Board each year to recommend in its
annual report such amendments to the Federal Reserve Act and related
statutes as the Board may deem necessary or advisable. The annual re-
port is now being prepared; but the Board has not yet reached any deci-
sion as to what legislation, if any, it desires to recommend.

O0f course, the chances are not very favorable for the enactment
of new leglslatlon at this session of Congress. The long session of the
next Congress, however, will commence two or three months before the
Board's next Annual Revort would ordinarily be submitted; and it might
be helpful to recommend in the 1930 Report such legislation as the Board
would like to have introduced at the beginning of the next session.

In order to assist the Board in considering this question, I
respectfully submit below a summary of the various proposed amendments
to the Federal Reserve Act and related statutes which the Board has con-
sidered within the last two years.. At the end of the memorandum there
are also mentioned certain other amendments which the Board might desire
to consider at this time. There are attached for the Board's further
information: (1) A summary of all amendments to the National Bank Act
designed to prevent bank failures which were recommended by the Comptroller
of the Currency in his Anmual Reports for the years 1863 to 1930, inclu~
sive, but which were not enacted by Congress; and (2) Excerpts from the
Annual Report of the Superintendent of Banks for the State of New York
for the year 1930 recommending amendments to the New York Banking Law
for the ‘same purpose.

a class B director of a Eaderal reserve bank, - This ‘amandment was
recommended to Congress by the Board in its Anmual Reports for the
years 1927, 1928 and 1929, and in letters addressed to the Chairmen
of the Banking and Currency Commi ttees of the Senate and House under
date ‘of February 18, 1930, Accordingly, in the 2nd Session of the 7lst
Congress, Senator Brookhart on April 2, 1950 introduced a bill
. (S. 4079) containing this amendment, This htll was passed by the
Senate on April 14, 1930, and although it was reported out by the
House Baiking and Cu.rrency Commi ttee on Ma.y 26, 1930, it has not yet
been passed by the House.

An amendment to Section 9 of the Federal Reserve Act authorizing
the Federal Reserve Board to require a State member bank to surrender its
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whenever such

ing lews of the State in whieh 1 ated. - THis amendment was
recommended to Congress by the Board in its Annual Report for the year
1929, but no bill conforming to the Board's recommendation was intro- '
duced in either the Senate or the House. Letters to the Chairmen of
‘the Banking and Currency Committees of both the Senate and House recom-.
mending such an améndméent and transmitting drafts of a bill for this
purpose were prepared by this office and submitted to the Board on Feb-
ruary 10, 1930, but sich letters were never sent because it was feared
that they would cause confusion with respect to a different bill al-
ready pending. '

- ~ An amendment to Section 9 of the Federal Reserve Act to-
permit State member banks to establish foreign branches. ~ This
‘amendment was recommended to Congress by the Board in its Anmual
Reports for the years 1927, 1928 and 1929, and in letters ad -
dressed to the Chairmen of the Senate and House Banking and Curren—
cy Committees during 1929. In the 1st Session of the 7lst Con -
gress, Senator Norbeck introduced a bill (S. 1070) along the line
of the amendment proposed by the Board; but this bill was néver re-
ported out by the Senate Banking and Currency Committee, and no
similar bill was introduced in the House during that session. In
‘the second session of this Congress, Seénator Norbeck introduced
-on December 11, 1929, another bill (S. 2605) conforming to the
‘Board's recommendations; and this bill was passed by the Senaté on
April 14, 1930. On April 16, 1930, it was presented to the House

~ and referred by that body to its Banking and Currency Comm ttee. S. 2605
‘has not yet been reported out by the Banking and Currency Committee of
the House, and no similar bill has been introduced in the House.

. An amendment to Section 13 of the Federal Reserve Act in-
creasing from 15 o 90 days the meximum matyrity of advances made by
Federal reserve banks to member banks on their promissory notes secured
by paper eligible for rediscount or for purchase by Federal reserve banks. -
An amendment of this kind has been recommended to Congress by the Board
in its Annual Reports for the years 1927, 1928 and 1929, end in letters
addressed to Congress under dates of Jauuary 16, 1926, April 24, 1928,
and March 6, 1930. On January 18, 1926, Mr. McFadden, in the 1lst Session
of the 69th Congress, introduced a bill (H.R. 7894) conforming to the
Board's views but no similar bill was introduced in the Senate during

: that Congress. In the 70th Congress, 1st Session, Mr. Sumners of Texas

. ~ introduced on March 23, 1928, a similar bill (H.R. 12349) in the House;
‘and in the 2nd Session of this Congress, Mr. Baird on April 8, 1930, and
Mr. McFadden on May 1, 1930, also introduced bills of this kind in the
Senate and House respectively (S. 4139 and H. R. 12068). None of the
bills above referred to has ever been reported out.
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An amendment to Section 22 of the Federal Reserve Act making the
robbery or burglary of any;Ibdéral reserve bank or member ‘bank a Federal
offense punishable through the Tederal courts. - An amendment of this
kind was iacorporated in the earlier drafts of the McFadden Bill whiéh
later became known as the Act of February 25, 1927; and drafts of that
bill containing such provisions were favorably raported by the Banicing
and Currency Committees of both the Senate and House of Hepresentatives.
These drafts of the bill, however, failed of enactment; and, when the
bill was-reintroduced‘ét the next Congress, this amendment was omitted.

The amendment however, was recommended to Congress by the Board

.in its Amnual Report for the year 1929, and in letters addressed to
the Chairmen of the Banking and Currency Commi ttees of the Senate and
House under date of February 12, 1930. TFollowing the Board's recom -
mendations, bills were introduced under dates of February 19 and April
4, 1930, by Congressman Hooper and Senator Walcott during the 2nd Ses-
sion of the 7lst Conmgress in the House and Senate respectively. These
bills, however, have never been reported ‘out by either the House or
Senate Banking and Currency Commlttees.

An amendment to Sectlon 22 of the Federal Reserve Act to
make it a crime to0 circulate false statements about or to black list
a member bank. - There were contained in certain early drafts of -
the McFadden Bill, which later became known as the Act of ﬁebruary
25, 1927, amendments to the law to make punishable conspiracies to
boycott or black list or to cause a general withdrawal of deposits
from a member bank. Theseé provisions, however, did not become law
although the Federal Reserve Board approved a draft .of the bill conw
taining such provisions. During the early part of 1930 a number
of bills were introduced in the House the general purpose of which
was to amend the law along the lines stated above, and, in re -
sponse to a request for an expression of the views of the Board
with reference to H. R. 10560, a bill on this subject introduced
by Mr. Brand in the 2nd Sesslon -of - the 71st Congress, the i
Board under date of March 27, 1930, addressed a letter: to Con = °
gress stating the enactment of the bill would be beneficial to -
member banks and to their depositors and stockholders. This
bill was reported out by the House Banking and Currency Commi t tee
on April 24, 1930, but it did not pass the House; and no 51uu1ar
b111 a8 11troduced in the Senate. ’

An amendment to Section 22(a) of the Federal Reserve Act making
it clear that the prohibition ggainst examiners acceptingﬁloans and
gratuities from member ‘banks applies to State examiners. - This amend-
ment was recommended to Congress by the Board in its Annual Report for
the year 1929, and in letters addressed to the Chairmen of the Banking

and Currency Committees of the Senate and House under date of February
10, 1930. 1In the 2nd Session of the 71st Congress, Senator Norbeck on

February 12, 1930, and Mr. Seiberling on February 19, 1930, introduced
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- bills conforming to the Board's recommendations in the Senate and
" House, respectively (S. 3541 and H. R. 10070). S. 3541 was passed
by the Senate on April 14th, and was presentgd to the House and re-
ferred by this body to its Banking and Currency Committee; but
neither this bill nor H. R. 10070 have been reported out by the House
Banking and Currency Commi ttee..

An amendment exempting Federal reserve banks from attachment
- or garnishment nroceedings before final_Jgggment in any case Or.pro-
~ceed1§5. -~ The enactment of an amendment: of this character was recom-
- .. mended to Congress by the Board in its Ahmual Reports for the years
1927, 1928 and 1929,. and in letters addressed to the Chairmen of the
‘Banking and Currency Commi ttees of the Senate and House under date of
.February 14, 1929. Accordingly, in the 2nd Session of the 71st Congress,
Mr. Fenn on February 18, 1930, and Mr. Norbeck on February 19, 1930,
introduced bills conforming to the Board's recommendations in the
House and Senate, reapectlvely, but these bills were never reported
out.

~ An amendment to the Judicial Code restoring to the Uhited

.. reserve banks. - The Board has recommended the enactment of an -
- amendment of this kind in its Annual Reports for the years 1927,
1928 and 1929, but no bills covering th1s subject have ever been
introduced in Congress.,

Amendments p;ovig;gg for a more equitable distribution to
member banks of earnings of Federal reserve banks. = During the years

1929 and 1930 a number of bills were introduced in Congress providing

©  for a larger distribution of the earnings of Federal reserve banks

© among member banks and the Board has gone on record in its Annual Re-

. port for the year 1929 as saying that such proposals are subjects "which
in the judgment of the Federal Reserve Board might well have the con—
sideration of Congress in connection with any legislation affecting
the status of member banks of the Federal Reserve System; but the problem .
involves certain practical difficulties, and the Board desires to study
the subject further before recommending any specific amendment for this

- purpose.’

On March 13, 1930, in response to a request for a report of
the Treasury. Department on S. 3564, a bill introduced in the 2nd Session
of the 7lst Congress to: amend Section 7 of the Federal Reserve Act, the
'fSecretary of the Treasury addressed a letter to Senator Norbeck stating
- that he had conferred with the Federal Reserve Board regarding this
bill and that the Board disapproved of its adOPtlon. It was stated that
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"The Federal Reserve Board favors a change in the existing law which
would accord to member banks a somewhat larger percentage of the earn~
ings of Federal reserve banks than they are now receiving, but the Board
believes that the plan of distribution proposed in this bill should not
‘be adonted". The Board's objection to this particular bill was lodged -
‘against the provision that, after the payment of the 6% dividend to member
banks and the creation of the 100% surplus fund, 10% of the net earnings
shall then be paid into surplus, and the remainder, or 90% of such net
_earnings, which under the present law are paid to the United States as a
fraﬂ.chlse ‘tax, would be distn'buted to t.he member banks on a pro. rata basis.

A As stated above, the Board has expressed the opinion that member
. banks should have a greater share in the excess earnings of Federal reserve
banks and the Federal Adv:.sory Council and the December, 1929, Confer-
; ences of Federal Reserve Agents and Governors have also taken thls position.

An amendment to Section'9 of the '-Federal Reserve Act and Section
~ 5240 of the Bevised Statutes regarding examinations of member banks. -
~ This amendment provided, among other things, that all. examnetlone of
member banks should be under the jurisdiction of the Comptroller of the
Currency, and that the expenses of such examinations should be paid by
‘the Federal Reserve Board out of the proceeds of assessments levied
_against the Federal reserve banks, instead of be:.ng paid by the banks
examined.

This amendment was prepared at the request of Governor Young
and was submitted for the consideration of the December, 1929, Conferences
of Federal Reserve Agents and Governors, which recommended that the Board
decline to give its approval to this proposed measure. On February 6,
1980 the Board voted not to recommend the enactment of such an amendment.

e An amendment ‘to the first paragraph of Section 19 of the Federal
‘Reserve Act more clearly tieflnmg ‘demand deposits, time depos1ts, savings
~deposits, etc., and- ma.king it more difficult to évade the proper classifica-
.tion of deposits for the purpose of compuu:qg reserves.

An amendment to Section 19 of the ‘Tederal Reserve Act au.thoriz-
1ng member’ ha.nks in computing their reserves to ‘deduct "balances due from
~ banks" from their gross depa.nd depos:.ts instead of from "balances due to
other banks'".

An amendment completely revising Section '1§' o‘g the Federal ge-
serve Act so as to a.d.just cla.rigy and simplify the reserve requirements.

. - The Agents' e.nd G0vernors‘ Conferences of December, 1929, recom-

-~ mended that the above three proposals be submitted to a special comm:.ttee
for study and recommendatwn, and the Board on February 6, 1930, voted to
take no action on these proposals in view of the fact that this special
comni ttee had been appointed. :
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Amendment to the Bankruptcy Act i '
Custody of the Federal courts shall be deposited Eith member banks. -

The December, 1929, Conference of Federal Reserve Bank Governors approved:
of an amendment of this kifd #nd on Jamuary 6, 19805 in the 2nd Session

of the 7lst Congress, Senator Walsh introduced a bill (S. 2950) providing
that member banks may be designated depositaries of bankruptcy funds.

The Board has not specifically recommended that an amendment of this kind
be enacted, but at its meeting of Feoruary 6, 1930, the Law Committee

was authorized to conduct such negotiations as might be necessary to have
Senator Walsh's bill, S. 2950, so amended as to provide that bankruptcy
funds "shall" be deposited in member banks instead of "may" be 30 de-
posited; and on February 17, 1930, Mr. Hemlin, acting for the Law Committee,

addressed a letter to Senator Walsh suggesting that the wording of his ‘
 bill be changed so as to accomplish this result. The bill was never re-

ported out by the Senate Banking and Currency Committee and no similar bill
was 1ntroduced in the douse.

Amendment to the National Bank Act 11mit1ng the amount of in- -
vestment by a national bank in bank build1n§>and fixtures. = The December,

1929, Conference of Federal Reserve Agents recommended this amendment and
on February 6, 1930, the Board voted to refer this proposal to the
Comptroller of the Currency.

Amendment requiring the approval of the Federal Reserve Board
before charters are granted to new national banks, ~ An amendment of
this kind was recommended by recent Conferences of Federal Reserve Agents,
but the Board voted on'. February 6 1930 not to recommend the enactment of
such an amendment. -

REDISCOUNT OF NOTES REPRESEJTING DIRECT LOANS BY mm
 INTRMGDIATE (REDIT BANKS 70.LIVESTOCK LOAN COMPANIES.

.On July 5 Governor Calkins'of-the Féderal Peserve Bang of San
Fraacisco inquired by telegram whether a note with a maturity not in
excess of nine months which is given to a Federal intermediate credit bank
by a livestock loan company or an agricultural credit ‘corporation secured
by agricultural paper in accordance with thoe terms of the amendmont of June
26, 1930, to the Federal Farm Loan Act is eligible for rediscount at a Fed-
eral reserve bank. On July 9 this office advised the Board that such notes
are not eligible for rediscount if the proceeds are used by the livestock
loan company or agricultural credit corporation for the wurpose of making
advances or loans to other borrowers, but that they are eligible if the pro-
ceeds are used by the agricultural credit corporation or livestock loan
. company in the first instance for 'an agricultural or -commercial ourpose.
The Board has not yet ruled on this question, and I understand that
some members of the Board are reluctant to adopt the ruling prepared by .
this office. It has occurred to me, therefore, that the Board might
desire to recommend that Congress amend the law 80 as to make such
notes clearly eligible for rediscount.
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R It has been suggested a. number of times that it mght be ad-
‘visable for the Board to recommend that Congress repeal section 25(a)
of the Federal Reserve Act, commonly known as the Edge Act, which pro-
vides for the organization under Federal charters of corporati ons to
engage in international and foreign banking and for the examination and
‘supervision of such corporations by the Federal Reserve Board. Only a
few such corporations have been organized; none of them have been very
$successful; and at present there are only two such corporations engaged
" in business. and one other which has been granted a preliminary permit
to transact such business as may be incidental to its organization but
which has not yet paid in its capital and obtained a final permit to
transact business. This would indicate that the Edge Act is not pro-
ductive of much good. On-the other hand, the Board receives numerous
inqulnes regarding the organization of such corporations and occasional
applications for permits to organize such corporations which indicate
that the Edge Act offers a constant temptation to promoters to organize
such corporations solely for the purpose of selling stock therein with
the added advantage of being able to advertise that such corporations
are organized under Federal law and are under the supervision of the
Federal Reserve Board. In view of all these circumstances, it might be
advisable for the Board to consider at this time whether it should
recommend to Congress that the Edge Act be repee.led.

POWER TO REMOVE DIREC'“ORS AND OFFI CERS .
' OF BANITS. /

While no formal recommendation to that effect was made, it was
suggested during the last meeting of the Federal Advisory Council that it
would enable the Comptroller of the Currency more effectively to take steps

. to prevent bank failures if he were authorized to remove from office

directors and officers of national banks which are violating the

o banking laws, engaging in unsound credit practices, or otherwise manage-
ing their banks in e manner likely to lead to disaster. . Such an amendment
was recommended by the Comptroller of the Currency in his Annual Reports
for the year 1895 and for the years 1914 to 1921, inclusive. A similar
amendment to the New York Banking Law was recently recommended by the
Superintendent of Banks of the State of New York in his Anmual Report for
the year ending December 31, 1930, page 13.

A It is possible that Congress would not be willing to gra.nt -such
drastic power to a single Government officer; but it might be willing to
authorize the Federal Reserve Board to exercise such power upon.the recom-

- mendation of the Comptroller of thé Currency. The Board, therefore, may
' desire to consider the advisability of recommending to Congress an amend-

ment either to the National Bank Act or to the .Federal Reserve Act, grant-

ing either to the Comptroller of the Currency or the Federal Reserve Board,
' the power to remove officers and directors of national banks, and possibly
J of State member banks, under the circumstances outlined above.
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_ The Board might also desire to consider what other .amendments to’

‘the banking laws could be recommended with a view of preventing bank failures.
- To assist the Board in considering this question, I respectfully submit
‘heréwith: (1) A summary of all recoumendations for legislation of this
 character made by the Comptroller of the Currency in his Anmusl Reports
- from the year 1863 up to and including the year 1930; and (2) certain
- excerpte from the Annual Report of the Superintendent of Banks of the
. State of New York for the year ending December 31, 1930, recommending
.. amendments to the New York Banking Law. .

Respectfully,

-

- Walter Wyatt,
- .General Counsel.

WA OMC-SAD-GC .-
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EXCERPTS FROM ANNUAL REPORT OF THE SUPERINTENDENT OF BANKS
OF THE STATE OF NEW YORK, FOR THE YEAR EZTDIHG DEGEMBEB 31 1930,
(Pages 12 to 15 inclusive.) .

N"W LEGISLATIOJ.V REOOWDED

» . "l1. To amend the Banking Law in order to pernut prompt mergers
'of banklng institutlons in case‘'of emergency or when necessary to pro~
tect the interests of depositors and shareholders, by providing that
with the approval of the Superintendent of Banks, the boards of directors
of any two or more banking institutions may merge such ina'ci,tut:.ons
under an agreement which will protect and preserve the equities of
~the respective stockholders. Such amendment might also provide that
such agreement shall be subject to the approval of a Justlce of the

. Supreme Coru.rt of New York. _

"Under the existmg law when a banking institution, because of

lack of liquidity or depreciation in the value of assets, can no longer.
safely be permitted to continue in the conduct of its business, the
Superintendent of Banks is placed in the position of being obhged to
either close such institution or urge that. it merge with some imstitution -
having a sound financial standing. The latter remedy, providing the merger
is a proper one, is much to be preferred to the first, for the reason ‘that.

~ the closing of an institution undermines public confidence generally and -
often leads to heavy withdrawals from other institutions. Furthermore, -

the closa.ng of a banking institution may result in loss to depositors for
no other reason then the fact that the closing operates to depreciate the
value of certain classes of assets, not easily liquidated, thaugh of

‘subs tantial value to a going institutiou. , ,

"Why not mergers then in all cases where the condi tion of an
institution will not justify permitting it to continue in business? Under
the present law, mergers to become effective must be approved by stock~
holders. To procure such approval it may be necessary to inform them of
the facts necessitating the merger, which is likely to lead to uncertainty
and rumors, resulting in runs which may cause the institution's closing be-
fore the merger can be effected. Furthermore, because of rumors which may
originate suddenly, it becomes necessary in some instances to accomplish
mergers over night if institutions sre to be saved, which under the pres-
ent law is impossible since approval by stockholders must be obtained at
a meeting held on two weeks! notice.

"For these reasons, and because it is a matter of great public
interest that banking institutions be closed only in cases where there is
no other alternative, it is urged that the lLegislature, which is about to

R meet, adopt legislation permitting, in cases where an emergency exists,

the merger of banking institutions by action of the respective boards of
directors without the epproval of stockholders. The proposed statute, which
is now in process of being drafted, will permit such a merger only in cases
where the Superintendent of Banks declares that such action is necessary in
order to avoid closing one of the institutions. It also mskes ample pro-
vision for the protection of the interest of stockholders of the merging
institutions. - o
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"Had the pfesent'lam.contained such a provigion, the Bank of
United States would have been merged with one of our strongest
institutions and its closing avoided.

"2. To permit the Superintendent to remove from office, of-
‘ficers or directors of banking institutions who have been guilty of
=persistent violations of the banking law, or of a continuanoe of un~
-Bafe and unsound policies and practices.

: "3. To permit the Superintendent to insist upon chargeoffs
as directed by the Department, within sixty days after receipt of

* notification, permitting reserves to be established in lieu of
chargeoffs.

5 "4, To provide that the stock of all banks and trust com-
-~ panies and other corporations subject to the supervision of the Bank~
~ing Department be evidenced by individual certificates of stock, which
- shall not be coupled with the stock of any other corporation. All
- such arrangements existing at the present time shall terminate within
two years.

"5, To limit the extension of credit and investment of funds
in stock and obligations of affiliated corporations as defined in Sec-
tion 39 of the Banking Law, by providing that the aggregate investment

~ in capital shares or obligations of, or direct or indirect loans to,
.. or loans secured by the shares or obligatlons of, any corporation
affiliated with a banking institution and or any subsidiary corporation
of such affiliated corporation, shall not exceed in the aggregate 10
- per cent of the capital and surplus of any banking institution.

"6. To prohibit any officer, clerk or other employee of a
bank or trust company from borrowing from the institution of which he
is an officer, clerk or other employee and from becoming obligated
dlrectly or indirectly, conditionally or otherwise to such institution.

, "7, To provide that an officer of a banking institution shall
not be permitted to become an officer of any company ‘engeged primarily
in the business of the:purchase and sale of securities.-

"8. To provide that every director of any banking institution
* -who is directly, indirectly, eonditionally or otherwise obligated on
any loan or other extension of credit made by such institution to such
- director or other individual, partnership, unincorporated association
or corporation shall file with such institution once in each year and
at such other times as the Superintendent may requlre, a statement of
his financial condition. :

N~ ' "9. To change the period within which directors' examinations
_ are to be made to provide for such examinations at least onc¢e in each
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"gix months' period. The scope of such exeminations to include a
complete review by each directot .of all loans‘and investments in
.. excess of one-tenth of 1 per cent of the capital and surplus of such
. institution: (exceeding a minimum of $1000 however) including all ex~
" tensions of credit to affiliated or subsidiary companies. At least
once in two successive years such examination is to include a complete
. qverificatlon of deposit nabilities. PR

. - "10. " 'To requlre that banka and. trust companies sha.ll at the
“end of cach year, render to stockholders a report showing the attend-
ance of directors at meetings held during that year.

% x ok S T x .

"12. To limit the amount of the funds of any banking institu~-
tion that may be deposited with any other banking institution, giving
. effect to the varying exigencies attaching to the depositing of funds
. with (2) designated reserve depositaries; (b) domestic banking insti-
tutlons not acting as reserve agents; (c) forei.gn bank:lng institutions.

» * . " L ow _*',.;*_‘_*,

"l4. To omit foreign exchange balances credited to a banking

~ institution from the items that may be deducted from the total de-
posits of such banking insti tution in arriving at the ageregate demand
‘deposits thereof against which reserves are required to be maintained.

* * R R T

. "17. To hmit the aggregate amount of fu.nds whzch a banking
insti tution may invest in: the stock, convertible bonds, or other ob-
ligations of other corporations.

R T IR TR S

""19. To provide that any holding company which owns stock
of a banking institution shall be required to maintain reserves or
surety bonds to protec’b the statu.tory double ln.ability which attaches
to such stock.

* * » *® * * * »

o . "23. To permit the Superlntendent to order, at ‘the expense of
a bank or trust company, appraisals of real estate properties owned by
or mortgaged to such institution, by independent 1mpartial appraisers
~ of recogmzed standing.“ -

Wi~sad
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January 7, 1931.

T Mr. Wyatt SUBJECT: Amendments suggested by Comp-

. trollers of the Currency from 1863 to
FROM  Mr. Wingfield. : 1930 desighed to prevent bank failures.

In accordance with your request I have examined the annual re-

ports made to Congress by Comptrollers of the Currency from the year 1863
domm to date to determine what amendments to the law designed to preveat
bank failures have been suggested by the office of the Comptroller of the
Currency. In compiling the suggested amendments, I ‘have omittcd any such
amendments wiich 1t apoears have been substantially enacted into laws. In
‘& number of cases, the reports of the Comptroller of the Currency repeat
suggestlons for amendments which have previously been made. In these cascs,
I have omitted such repetitions unless some material change has been made
in the previous recommendations. The suggested amendments I have discovered
7ill bc described below with a citation to the report of the Comptroller of
. the Currency in which the suggestion may be found.

1863.

In his report of 1863, the Comptroller of the Currency suggested
that a number of amendments be made to the National Bank Act. Most of the
suggested ameadments were for the purpose of clarifying existing provisions

. of the Act and to remove ambiguities in the provisions of the Act. Two of

~ the amendments contained in this _report, however, were apparently made pri-
‘ marily for the purpose of avoiding bank failures.

(1) an amendment Drov1d1ng that the failure of & national bank be
declared prima facie fraudulent and that the officers and directors under
whose administration each insolvency shall occur be made personally liable

. for the debts of the bank and be punished criminally unless it shall appear

‘Q'upon investigation that its affairs were honestly administered. This pro~

" vision was intended to take the place of existing liability of stockholders
in a national bank. (Report on the Finances, 1863, p. 51.)

(2) An amendment to provide that no national bank shall commence
. busiaess with a less capital actually paid in then $50,000. The Comptroller
. also suggested that a national bank should not be organized with a capital
of less then $100,000, $50,000 to be peid in at the commencement of busi-
ness and the balance in installments of 10% every 60 days thereafter.
(Report on the Finances 1863, p. 51. )

1864.

To recommendation for amendments designed to prevent bank failures.
1865.

No recommendation for amendments designed to prevent bank failures.
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1866.

(1) An amendment authorizing the Comptroller of the Currency to
apaolat a receiver whenever satisfactory evidence is furnished that any
" national bank is not carrying on the proper business of banking; that
any of its reports required by law have becn false or fraudulent; that
its funds have been wilfully misapplied by the officers or directors in
violation of law or that it has committed any act of 1nsolvency. (Re-
.~ port of 1865, p. XII.)

_ (2) An amendment limiting loans to, or deposits with, private bankers
or brokers. (Report of 1866, p. XII.)

4 (3) An amendment to require monthly rather than quarterly reports
- of condition of national banks. (Report of 1866, p. XII.)

1867-1886
During these ycars, the COmptroller of the Currency did not make
nay new recommendations for amendments to the National Bank Act designed

to prevent bank railures.

1887

(1) An amendment to prohibit a majority of the board of directors
of a national bank from consisting of the officers of the national bank.
(Report of 1887, p. 4.)

(2) An amendment requiring directors of a national bank to include
in their oath of office an obligation to inform themselves at all times
as to the business and condition of the national bank. (Report of 1887,p.4).

(3) An amendment restricting the investment by aational banks in
real estate securities. (Report of 1887, p. 8.)

‘ (4) An amendment to provide a penalty for maging loans coatrary
to law. (Report of 1887, page 8.)

(5) An amendment requiring the directors of national banks to
charge off all losses and bad debts before the payment of dividends.
(Report of 1887, p. 9,)

In his report of 1887, the Comptroller suggested the enactment of
a national bank code incorporating a number of changes in the National Bank
Act, as it existed at that time. The amendments above described appear to
be the most important changes suggested and incorporated in this proposed
code to prevent the failure of national banks, The code is set out on
pages 12-38 of the Report of the Comotroller of the Currency for the year
1887.
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1888-1890
No recommendation for amendments designed to prevent bank failures.
1891
(1) An amendment to prohibit active officers of a National Bank from
borrowing from the bank with which he is connected and limiting the loans to

any director of a National Bank to 20% of the pald up capital of the bank.
(Report of 1891, p. 31.)

(2) An amendment to require the puhlication of liabilities of officers
and directors of national banks. (Report of 1891, p. 31.) :

1892
No recommendation for amendments designed to prevent bank failures.
‘1893
An amendment to require Yational Bank examiners to take an oath of
office and to give bond in such amount and with such sureties as the
Comptroller of the Currency may require. (Report of 1893, p. 23.)
1894
No recommendation for amendments designed to prevent bank failures,b
1895
An amendment to authorize the Comptroller of the Currency with the
approval of the Secretary of the Treasury, after a hearing, to remove offi-
cers and directors of National Banks for violations of law and mlsmanagement
of the bank. ( Report of 1895, p. 21.)
1896
(1) An amendment limiting loans to officers of a National Bank and
requiring that all loans to officers and directors of National Banks be
secured by collateral or by personal endorsement. ( Report of 1896, p. 100.)
(2) An emendment to require the directors of each National Bank to
make an examination of the bank at least once a year and submit a report
thereof to the Comptroller of the Currency. ( Report of 1896, p. 100.)
1897-1899

Yo recommendation for amendments desigaed to prevent bank failures.
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1900

(1) An amendment to limit loans to officers, directors snd employees
of National Banks. (Report of 1900 p. XIV.)

(2) An anendment prescribing a specific penalty for viclations of
Section 5200 Revised Statutes of the United States. (Report of 1900, p.XVIII.)

1901~1905
No recommendation for amendments designed to-prevent bank failures.
1906
: - No recommendation other than with reference to extendlng the Jjuris~
diction of the Comptroller of the Currency of banks in the District of Columbia
and with reference to the issue of currency by national banks. (Report of
1906, pages 63-78.)
1907

No recommendation other than a general discussion of the need for a
central reserve and note issue system.

1908
No recommendation for amendments designed to prevent bank failures.

1909

o recommendation for amendments designed to prevent bank failures, but
reference is made to suggestions made by Comptroller of the Currency to the
National Monetary Commission. (Report of 1909, page 94.)

1910
No recommendation for amendments designed to prevent bank failures.
1911

' (1) An amendment to provide that any corporation which purchases stock
“of a national bank shall be liable for assessment on such shares. It appears

that corporations which have purchased national bank stock without having
authority under their charter to do so, are not, in view of certain court

~ decisions, subject tovan'assessment on such stock. This amendment was sug-
~ gested to take care of this situation. (Report of 1911, page 80.)

(2) An amendment to provide that criminal offenses arising under the
provisions of the National Bank Act may be prosecuted at any time within ten
years after the commission of the offence. (Report of 1911, page 82.)

1912-1913

No recommendation for amendments designed to prevent bank failures.
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1914

‘ (1) An amendment to authorize the Comptroller of the Currency to
penalize by imposition of appropriate fines all infra.ctions and violations -
of law and the Comptroller!s regulations, such fines to be imposed upon the
offending officials, as well as upon the bank by which they are employed.
The Comptroller also suggested that certain violations of the law and
regulations should be punishable by imprisonmsht as well as by fines.
(Report of 1914, page 17.)

(2) An amendment fixing a limit upon the aggregate amount which a
national bank may lawfully loan to or discount for, directly or indirect
ly, a single borrower, such limit to be either a percentage of the bank's
capital and surplus or of its total loams. ( Report of 1914, page 17.)

(3) & Specific amendment authorizmg the Comptroller of the Cure
rency to impose appropriate fines for disregard of the Comptroller's in=-

structions with reference to overdrafts. (Report of 1914, page 18. )

(4) An amendment authorizing the Comptroller of the Cusréncy teo
enforce the adoption by each national bank of a standard set of by-lgws
covering certain essential rules and elementary regulations. (Report of
1914, page 19.)

(5) An amendment authorizing the Comptroller of the Currency, with
the approval of the Secretary of the Treasury, to require the removal of
any director or officer of a national bank guilty of a violation of any
of the more important provisions of the National Bank Act and to direct
that suit be brought in the name of the bank against such director or of-
ficer for losses sustained by malfeasance or mi.sfeasance in office.
(Report of 1914. page 19.) :

(6) An amendment providing that if a director of a national bank
does not qualify and forward his oath to the Comptroller of the Currency
within thirty days after his election, a vacancy shall be immediately de-
clared and shall be filled by the remaining directors and the derelict
director be made ineligible for reelection during that year. (Report of
1914, page 19.) ‘

(7) An amendment to provide that no national bank shall be per-
mitted to hold deposits in excess of ten times its unimpaired capital and
surplus. (Report of 1914, page 21.)

1915

. (1) An amendment to prohibit officers of a national bank from
borrowing funds of the bank by which they are employed. ( Report of
1915, page 32.)

- (2) Ay amendment to prohibit & national bank from meking any loan
to a director or a firm in which a director may be a partner without
formal a1)1thority of the board of directors of the bank. (Report of 1915,
page 32.
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(3) An amendment to require all officers or employees of a
national bank having custody of its funds or securities or engaged in the
handling of its money to furnish surety bonds. (Report of 1915, page 32.)

(4) An amendment placing a conservative and proper limitation
upon the aggregate amount of money any one person, commany, corporation,
or firm may obtain from a national bank through the discounting of com-
mercial paper and bills of exchange and providing a specific penalty
enforceable against the officers and directors of the national bank
responsivle for any violation of the provisions of Section 5200 of the
Revised Statutes. ( Report of 1915, page 32.)

(5) An amendment limiting overdrafts and making the directors per-
sonally liable for any violation of such limitations and also requiring the
officers of the bank to present at each directors! meeting a list of all over-
drafts made since the previous meeting. (Report of 1915, page 33.)

(6) An amendment requiring all certificates of deposit to be signed
by two officers of the bank and providing a penalty for the issue of any
such certificate not signed by two officers. (Report of 1915, page 33.)

(7) An amendment to prohibit any officer or employee of a national
bank from erasing or causing to be erased any entries on the books of a nat-
ional bank and requiring any erroneous entries to be canceled in such a
nanner that it is not impossible to decipher the original entry.

(Report of 1915, page 33.)

(8) An amendment limiting the amount of interest a national bank
may pay on its deposits to 4%, the rediscount rate of the Federal reserve
bank of the district or the meximum rate allowed by State law. (Report
of 1915, page 33.)

(9) An amendment authorizing the Comptroller of the Currency to
bring proceedings against directors of a national bank for losses sustained
by the bank through violations of the provisions of the National Bank Act
or the Federal Reserve Act. (Report of 1915, page 34.)

(10) Te Comptroller called attention to the fact that all direct~
ors of a national bank should be required to serve by turn for a stated period
on the executive committee of the bank, but he did not make a specific recom-
mendation for legislation on this point. (Report of 1915, page 38.)

The Comptroller also renewed numerous recommendations for legislation
which had previously been made by his office. (Report of 1915, pages 39-42.)

1916 .

(1) An amendment to provide that any person, firm or corporation
obtaining a loan or credit from a national bank based on a false statement,
L wilfully made, of the financial condition of the borrower, shall be guilty of
a felony punishable by appropriate penalties. (Report of 1916, page 19.)
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v (2) An amendment providing that'the breaking or entering of a
National Bank for the purpose of theft or robbery shall be a crime punish-
able under the laws of the United States. (Revort of 1916, p._19.)~

(3) An amendment providing that no National Bank shall be permit~
ted to tie up by investment in any office or bank building an amount in
excess of the paid-in capital of the bank. : (Rgport of 1916, p. 20.)

The Comptroller repeated numerous recommendations for legis—
lation contained in his previous reports. (Report of 1916, pp. 14~19.)

1917 >

(1) An amendment to authorize the Comptroller's Office to require
National banks to shift their bookkeepers and other employees from time to
time from one desk or service to another so as to make it difficult for
employees to hide defalcations or manipulate books. (Report of 1917, p. 25.)

(2) An amendment providing for the Federal insurance or guarantee of
deposits in National banks where the credit to any one individual amounts
to a sum not exceeding $5,000. (Report of 1917, p. 24.)

(3) An amendment prohibiting any national bank from making any
charge against the account of a depositor except on a charge ticket order
signed by at least two officers of the bank. (Renort of 1917, p. 27.)

The Comptroller also repeated numerous recommendations for leg-
islati;n made by his office in previous reports. (Report of 1917, pages
18-22. ‘ S

; 1918 .

¥o new recommendation or amendment designed to prevent bank fail-
ures but numerous recommendations of previous years are repeated in this
report of the Comptroller.

1919

Fo new recommendation for amendments to prevent bank failures
but numerous recommendations of previous years are repeated in this .
report of the Comptroller.

1920

(1) An amendment to enable a national bank to obtain relief in
emergency from a Federal reserve bank by use of securities other than
eligible paper or United States bonds. (Report of 1920, page 52.)

(2) An amendment to broaden and strengthen the provision of law
which prohibits an officer of a national bank from profiting personally
through control and use or misuse of the funds of the bank. (Report of
1920, page 55.)
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(3) Tne Comptroller called attention to the growing practice of
establishing "securities companies" as adjuncts to national banks and
recommended that Congress enact such protective leg:.slation as the facts,
obvious tendencies and equally obvious perils of the future so clearly
demand. In this connection the Comptroller suggested that such securi-
ties companies should be operated separate and apart from the national
banks. The certificates of stock in such corporations should not be
tied up with the stock certificates of national banks and the manage-
ment of the bank and securities corporation should be entirely distinct,
even when the stockholders of one are the stockholders of the others.
(Report of 1920, pages 55-57.)

: (4) An amendment to prevent the active and salaried executive

' officers of a national bank with resources in excess of a prescribed
amount ($3,000,000 .0r $5,000,000 suggested as such prescribed amount)
from holding positions as dlrectors, trustees, or officers of other
business, industrial, railroad or other commerclal corporations, or
associations. (Report of 1920, page 57.)

(5) An amendment requiring directors to furnish to stockholders
at each annual meeting a statement of the assets and resources of the
bank, the profit and loss for the year, statement as to the salaries
paid to their principal officers, and the average salary pald to all
employees. (Report of 1920 pages 57-60..)

The Gomptroller in this report also calls attention to numerous
~ recommendations for legislation which had prevloasly been made.
(Report of 1920, pages 60-68.)

1921

The Comptroller in this report called attention to numerous
recommendations for enactment of legislation previously made by his
office. (Report of 1921, page 11.)

1922

(1) An amendment to require an'.mcrease in capital of nation-
al banks commensurate with an increase in deposit liabilities.
(Report of 1922, page 5.)

. () An amendment to require the oath of a director of a nation-
al bank to be filed with the Comptroller within thirty days succeeding
- his election and meking any director who becomes disqualified by
" hypothecation of his stock ineligible to reappointment during the re- -
meinder of the year. (Report of 1922, page 6.)

The Comptroller in this report also called attention to recom-
mendations for enactment of legislation previously made by his office.-
(Repert of 1922, page 5.)
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1923
Wo recomhehdation for amendments designed to prevent bank failures.
1924

A recommendatlon for the passage of provisions contained in the

Mcxadden Bill. It does not appear, however, that any of the provisions

of this bill were primarily designed to prevent bank failures except

possibly the recommendation that thereafter thefts by bank examiners

and certain other offences be made punishable under the Federal Law.
1925

Comptroller renewed his recommendatlon that the McFadden Bill
be enacted.

1926

Comptroller renewed hlS recommendatlon for tne enactment of

the McFadden Bill.

1927

Jo recommendation for amendments designed to prevent bank
failures.

1928

(1) An amendment to provide for restrictions on trust companiesg
located outside of the District of Columbia, but doing a fiduciary
business within the District of Columbia, and to provide for supervision
of such trust institutions. (Report of 1928, page 6.)

1929

(1) An amendment to permit national banks with the approval of
the Comptroller of the Currency to establish branches within the trade
areas of the cities within which such banks may be S1tuated. (Renort
of 1929, page 5.)

- (2) An amendment which would bring bank stock holding companies
under some degree of Federal supervision where they own the majority of
the stock of more than one national bank and a further amendaent to
safeguard the shareholders' liability in cases where the stock of a
national bank is held by a holding company. (Report of 1929, page 9.)

(3) An amendment making it a criminal offence to circulate
any. false report concerning any member of the Federal Reserve System
indicating insolvency or unsound financial condition or which may tend
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to cause the withdrawal of deposits from such bank. (Report of 1929,
page 10.)

(4) An amendment to empower the Comptroller of the Currency
to make regulations governing savings banks or trust companies doing
a banking business in the District of Columbia, (Report of 1929,

page 10.)

(5) An amendment prohibiting building and loan associations
from doing bLusiness in the District of Columbia except with the per-
mission of the Comptroller. (Report of 1929, page 10.)

1930

(1) An amendment to authorize a committee composed of the
Secretary of the Treasury, the Governor of the Federal Reserve Board,
and the Comptroller of the Currency, to select cities which are
commercial centers in the United States and to map out their trade
areas; to define the term "trade area'; to authorize national banks
situated in any such cities, with the approval of the Comptroller of
the Currency, to establish branches within the trade area of the
city; and to require that the paid-in capital stock of any national
bank so establishing branches shall not be less than $1,000,000, and
that the ratio of its capital and surplus to deposits shall be main-
tained at not less than 1 to 10. ( Report of 1930, page 5.)

(2) An amendment to permit any banks situated within a trade
area to consolidate, with the approval of the Comptroller of the
Currency, under a national charter and to specifically authorize the
Comptroller to disapprove any such consolidation upon the ground that
it might result in an undue concentration of banking capital within
the trade area. (Report of 1930, page 5.)

(3) An amendment conferring upon the Comptroller of the
Currency such visitorial povers as may enable him to examine into the
affairs of any corporation which owns or controls a majority of the
stock of any national bank. (Report of 1930, page 6.)

¢ : (4) An amendment prohibiting any corporation from ovming the
majority of the stock of any national bank if at the same time it
owns the majority of the stock of a State bank. (Renort of 1930,

page 6.)

(5) An amendment to prohibit a national bank from loaning
upon the security of the stock of a corporation which may own the
majority of the stock of such national bank. (Report of 1930, page 6.)

(6) An amendment to authorize the Comptroller of the Cur-
rency to examine security or investment companies affiliated with
a national bank. (Report of 1930, page 10.)
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The Comptroller of the Currency in his report for 1930 also
reneved a number of recommendations for 1eg1slation which were con-
tained in his previous Anniial Reports.

Beépectfully,

B. Magruder Wingfield
Assistant Counsel.

BMT-ome-sad
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